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Dear Partner, 
2015 was a great year! Our best ever! Olympic performance! 


Our goal is to be the best specialty retailer in the world ... and in 2015 we had the best quality of profit among all 
global specialty retailers ... an 18% operating income rate. In an environment where many retailers struggled, we 
delivered record results. We have built wonderful brands ... and importantly, we are executing well. We had a 
sound plan for the year, and we executed that plan very well. We were FOCUSED, FAST and FRUGAL. We 
managed the business carefully with respect to inventory and expenses, and reacted fast to what was working ... 
and we delivered upside to our plan. We knew it would be difficult to deliver record results on top of our record 
2014, but we did it ... and got better. Here are the headlines: 


e Sales increased 6% to $12.2 billion 


e Same store sales increased 5% 
¢ Merchandise margin rate increased 
¢ Operating income rate increased to a record 18.0% from 17.1% 
¢ Adjusted earnings per share increased 14% to $3.99 
e Inventories per square foot ended up 4%; down 6% on a two-year basis 
¢ We increased our regular annual dividend by 20% to $2.40 per share 
¢ We declared a $2.00 per share special dividend 
¢ We authorized a new $500 million share repurchase program 
e We delivered total shareholder return of 19% 
Iam very proud of what we accomplished in 2015 ... not only our record performance but also how we led the 


way in contributing to our communities. Our associates donated more than 50,000 volunteer hours, and we raised 
nearly $9 million for cancer research ... plus supported community initiatives around the world. 


I am optimistic about 2016 — Victoria’s Secret, PINK and Bath & Body Works are great brands with high 
emotional content that lead their categories ... and we are focused on making them better in every way as we 
accelerate international growth. We have a strong team of talented leaders and solid people at every level in the 
business ... great teams. We have significant opportunities for growth. 


Victoria’s Secret and PINK 


Victoria’s Secret and PINK are strong ... dominant ... with potential for significantly greater growth. 


Victoria’s Secret is best at bras, and bras achieved double-digit growth in 2015. But we can do even better. I am 
personally focused this year on the growth of Victoria’s Secret. Lots of opportunity for us, including growth in 
bras and Sport bras. Our positioning in Sport is unique ... delivering a high-performance product with 
exceptional fit and quality ... while at the same time providing the fashion and aesthetic that is uniquely 
Victoria’s Secret. We are determined to lead the Sport bra market. 


Victoria’s Secret Beauty is a $1 billion business with additional global sales. It’s an important natural adjacency 
to lingerie and serves as an entry point to our brand for many customers. We took significant steps to improve the 
beauty business ... to improve quality and better align it with the Victoria’s Secret brand. We should grow the 
Victoria’s Secret Beauty business significantly and globally. 


PINK had an exceptional 2015. Truly “Olympic” performance across all categories of the brand and reaching a 
milestone of more than $2.5 billion in sales — doubling in size during the last five years. PINK leadership is 
extremely close to their customer ... and they leverage that knowledge along with the speed that they’ ve built in 
the business to deliver merchandise that she just has to have. PINK has years of tremendous growth ahead of it 
... driven by continued increases in productivity and by expansion in square footage. 


We have been increasing square footage for PINK by expanding existing lingerie stores and opening free- 
standing PINK stores ... and the returns have been tremendous ... expansions are yielding returns of more than 
25%, and PINK free-standing store productivity is more than $1,300 per square foot. 


We’ll continue to improve the branding and marketing of both Victoria’s Secret and PINK. They are the best 


lingerie brands in the world with high emotional content, strong global recognition and loyal customers. Years of 
growth ahead in North America and the rest of the world. 


Bath & Body Works 


Throughout 2015, Bath & Body Works delivered strong performance, both in top-line sales and operating 
income. Amazing focus and laser discipline, and testing and learning throughout the year, produced a record 
holiday season and fourth quarter. 


Bath & Body Works is in the process of a major reinvestment in refitting and expanding store size. After testing 
and refining the White Barn home concept with encouraging results, we’ll undertake a remodel/refresh initiative, 
embarking on a plan to deliver the Bath & Body Works/White Barn dual concept to more locations, delivering an 
even better brand environment and experience for our customers. 


With solid brand equities and an experienced leadership team, Bath & Body Works is on firm footing for a 
successful 2016 and beyond. 


International 


Our absolute highest priority is the health of our brands in our home market (North America). The strength of our 
brands ... brands with high emotional content that lead their categories with no close competitors ... provides us 
with a sound basis for global growth. We have established separate, dedicated teams to support our international 
growth. These teams pursue a methodical test-and-learn approach in all world markets, replicating the exact 
brand standards established in our North American business. This replication model enables us to operate a mix 
of company-owned and franchised locations around the world with no visible difference to the customer. 


We began our international expansion in 2008, with the opening of six Bath & Body Works stores in Canada. In 
2015, we celebrated a milestone when we cut the ribbon on our 1,000" store outside of the United States. Over 
the course of the year, we added 144 new stores to our international segment and delivered substantial retail sales 
growth. We also prepared the foundation for China, where we now have 24 Victoria’s Secret Beauty and 
Accessories stores, with plans to launch Victoria’s Secret full-assortment stores, including a Shanghai flagship 
store, in late 2016 ... and more on the way. 


With regionally based centers of excellence around the world, the international business will open about 175 new 
stores this year, delighting customers who are eager to experience the brands they know and appreciate. 


We have the challenge and the opportunity to get even better and accelerate our growth. We are determined to be 
even more focused, faster and more frugal ... the core fundamentals that drove our performance in 2015. The 
important ... very important ... foundational step was to improve the quality of our operating profit. Now that we 
have quality of earnings ... we turn to growth more aggressively. As I said last year, best-in-world performance 
looks like $20 billion plus in sales at a 20% operating income rate ... and I know that with our brands and our 
people, we will reach our goal. 


Sincerely, 
Leslie H. Wexner 
Chairman and CEO 


Notice of 

Annual Meeting of Stockholders 
and Proxy Statement 
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Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to Be 
Held on May 19, 2016: The proxy statement and annual report to stockholders are available at 
www.proxyvote.com. 


April 8, 2016 
DEAR STOCKHOLDER: 


You are cordially invited to attend our 2016 annual meeting of stockholders to be held at 8:30 a.m., Eastern 
Time, on May 19, 2016, at our offices located at Three Limited Parkway, Columbus, Ohio 43230. Our Investor 
Relations telephone number is (614) 415-7585 should you require assistance in finding the location of the 
meeting. The formal Notice of Annual Meeting of Stockholders and proxy statement are attached. If you plan to 
attend, please bring the Admittance Slip located at the back of this booklet and a picture I.D., and review the 
attendance information provided. I hope that you will be able to attend and participate in the meeting, at which 
time I will have the opportunity to review the business and operations of our company. 


The matters to be acted upon by our stockholders are discussed in the Notice of Annual Meeting of 
Stockholders. It is important that your shares be represented and voted at the meeting. Accordingly, after reading 
the attached proxy statement, would you kindly sign, date and return the enclosed proxy card or vote by 
telephone or via the Internet as described on the enclosed proxy card. Your vote is important regardless of the 
number of shares you own. 


Sincerely yours, 


Leslie H. Wexner 
Chairman of the Board 


[THIS PAGE INTENTIONALLY LEFT BLANK] 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
May 19, 2016 
April 8, 2016 


TO THE STOCKHOLDERS OF L BRANDS, INC.: 


We are pleased to invite you to attend our 2016 annual meeting of stockholders to: 
e — Elect the three nominees proposed by the Board of Directors as directors to serve for a three-year term. 
¢ — Ratify the appointment of our independent registered public accountants. 


e Vote on a proposal to amend the Certificate of Incorporation to remove supermajority voting 
requirements. 


e Hold an advisory vote to approve named executive officer compensation. 
e Vote on the stockholder proposal on proxy access, if properly presented at the meeting. 


e Transact such other business as may properly come before the meeting. 


Stockholders of record at the close of business on March 24, 2016 may vote at the meeting. If you plan to 
attend, please bring the Admittance Slip located at the back of this booklet and a picture I.D., and review 
the attendance information provided. Your vote is important. Stockholders of record can give proxies by 
calling a toll-free telephone number, by using the Internet or by mailing their signed proxy cards. Whether or not 
you plan to attend the meeting, please vote by telephone or via the Internet or sign, date and return the enclosed 
proxy card in the envelope provided. Instructions are included on your proxy card. You may change your vote by 
submitting a later dated proxy (including a proxy via telephone or the Internet) or by attending the meeting and 
voting in person. 


By Order of the Board of Directors, 


Leslie H. Wexner 
Chairman of the Board 
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INFORMATION ABOUT THE ANNUAL MEETING AND VOTING 


The Board of Directors (the “Board”’) is soliciting your proxy to vote at our 2016 annual meeting of 
stockholders (or at any adjournment of the meeting). This proxy statement summarizes the information you need 
to know to vote at the meeting. In this proxy statement, “we,” “our,” “L Brands” and the “Company” refer to L 
Brands, Inc. 


We began mailing this proxy statement and the enclosed proxy card, or the Notice of Internet Availability of 
Proxy Materials (the “Notice’”), on or about April 8, 2016 to all stockholders entitled to vote. The Company’s 
2015 Annual Report on Form 10-K, which includes our financial statements, is being sent with this proxy 
statement and is available in paper copy by request or in electronic form. 


Date, Time and Place of Meeting 


Date: May 19, 2016 
Time: 8:30 a.m., Eastern Time 


Place: Three Limited Parkway, Columbus, Ohio 43230 


Attending the Meeting 


Stockholders who plan to attend the meeting in person must bring photo identification and the Admittance 
Slip located at the back of this booklet. Because of necessary security precautions, bags, purses and briefcases 
may be subject to inspection. To speed the admissions process, stockholders are encouraged to bring only 
essential items. Cameras, camcorders or videotaping equipment are not allowed. 


Shares Entitled to Vote 


Stockholders entitled to vote are those who owned Company common stock (which we refer to throughout 
this proxy statement as “Common Stock’’) at the close of business on the record date, March 24, 2016. As of the 
record date, there were 287,003,940 shares of Common Stock outstanding. Each share of Common Stock that 
you own entitles you to one vote. 


Voting Your Shares 


Whether or not you plan to attend the annual meeting, we urge you to vote. Stockholders of record can give 
proxies by calling a toll-free telephone number, by using the Internet or by mailing their signed proxy cards. The 
telephone and Internet voting procedures are designed to authenticate stockholders’ identities, to allow 
stockholders to give their voting instructions and to confirm that stockholders’ instructions have been recorded 
properly. If you are voting by mail, please complete, sign and date the enclosed proxy card and return it promptly 
in the envelope provided. If you are voting by telephone or via the Internet, please use the telephone or Internet 
voting procedures set forth on the enclosed proxy card. Returning the proxy card or voting via telephone or the 
Internet will not affect your right to attend the meeting and vote. 


The enclosed proxy card indicates the number of shares that you own. 


Voting instructions are included on your proxy card. If you properly fill in your proxy card and send it to us 
or vote via telephone or the Internet in time to vote, one of the individuals named on your proxy card (your 
“proxy”) will vote your shares as you have directed. If you sign the proxy card or vote via telephone or the 
Internet but do not make specific choices, your proxy will follow the Board’s recommendations and vote your 
shares in the following manner: 


e “FOR” the election of the Board’s three nominees for director (as described on pages 5 and 6); 


e “FOR” the ratification of the appointment of our independent registered public accountants (as 
described on page 14); 


e “FOR” the proposal to amend the Certificate of Incorporation to remove supermajority voting 
requirements (as described on pages 15 and 16), in recognition of the vote at the Company’s 2015 
annual meeting of stockholders on a stockholder proposal addressing the same topic; 


e “FOR” on the advisory vote to approve named executive officer compensation (as described on pages 
17 and 18); and 


e “AGAINST” the stockholder proposal (as described on pages 19 and 20). 
If any other matter is properly presented at the meeting, your proxy will vote in accordance with his or her 
best judgment. At the time this proxy statement went to press, we knew of no other matters to be acted on at the 


meeting. See “Vote Necessary to Approve Proposals” for a discussion of the votes required to approve these 
items. 


Certain stockholders received a Notice containing instructions on how to access this proxy statement and 
our 2015 Annual Report on Form 10-K via the Internet. Those stockholders should refer to the Notice for 
instructions on how to vote. 


Revoking Your Proxy 
You may revoke your proxy by: 
e submitting a later dated proxy (including a proxy via telephone or the Internet); 


e notifying our Secretary at our principal executive offices at Three Limited Parkway, Columbus, Ohio 
43230, in writing before the meeting that you have revoked your proxy; or 


* voting in person at the meeting. 


Voting in Person 


If you plan to vote in person, a ballot will be available when you arrive. However, if your shares are held in 
the name of your broker, bank or other nominee, you must bring an account statement or letter from the nominee 
indicating that you were the beneficial owner of the shares at the close of business on March 24, 2016, the record 
date for voting, as well as a proxy, executed in your favor, from the nominee. 


Appointing Your Own Proxy 


If you want to give your proxy to someone other than the individuals named as proxies on the proxy card, 
you may cross out the names of those individuals and insert the name of the individual you are authorizing to 
vote. Either you or that authorized individual must present the proxy card at the meeting. 


Quorum Requirement 


A quorum of stockholders is necessary to hold a valid meeting. The presence in person or by proxy at the 
meeting of holders of shares representing at least one-third of the votes of the Common Stock entitled to vote 
constitutes a quorum. Abstentions and “broker non-votes” are counted as present for establishing a quorum. A 
broker non-vote occurs on an item when a broker is not permitted to vote on that item absent instruction from the 
beneficial owner of the shares and no instruction is given. 


Vote Necessary to Approve Proposals 


e Pursuant to the Company’s Bylaws, each director will be elected by a majority of the votes cast with 
respect to such director. A majority of the votes cast means that the number of votes “for” a director’s 
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election must exceed 50% of the votes cast with respect to that director’s election. Any “against” votes 
will count as a vote cast, but “abstentions” will not count as a vote cast with respect to that director’s 
election. Under Delaware law, if the director is not elected at the annual meeting, the director will 
continue to serve on the Board as a “holdover director.” As required by the Company’s Bylaws, each 
director has submitted an irrevocable letter of resignation as director that becomes effective if he or she 
does not receive a majority of votes cast in an election and the Board accepts the resignation. If a 
director is not elected, the Nominating & Governance Committee will consider the director’s 
resignation and recommend to the Board whether to accept or reject the resignation. 


e The ratification of Ernst & Young LLP as our independent registered public accountants requires the 
affirmative vote of a majority of the votes present in person or by proxy and voting thereon. 


e The proposal to amend the Certificate of Incorporation to remove supermajority voting requirements 
requires the affirmative vote of at least 75% of the outstanding shares of the Company entitled to vote 
at the annual meeting. 


e The advisory vote to approve named executive officer compensation requires the affirmative vote of a 
majority of the votes present in person or by proxy and voting thereon. While this vote is required by 
law, it will neither be binding on the Company or the Board, nor will it create or imply any change in 
the fiduciary or other duties of, or impose any additional fiduciary or other duties on, the Company or 
the Board. However, the Compensation Committee will take into account the outcome of the vote when 
considering future executive compensation decisions. 


e The stockholder proposal requires the affirmative vote of a majority of the votes present in person or 
by proxy and voting thereon. 


Impact of Abstentions and Broker Non-Votes 


You may “abstain” from voting for any nominee in the election of directors and on the other proposals. 
Abstentions with respect to the election of directors and on the other proposals, except for the proposal to amend 
the Certificate of Incorporation to remove supermajority voting requirements, will be excluded entirely from the 
vote and will have no effect. Abstentions with respect to the proposal to amend the Certificate of Incorporation 
will have the same effect as a vote “against” the proposal. 


In addition, under New York Stock Exchange (“NYSE”) rules, if your broker holds your shares in its name, 
your broker is permitted to vote your shares on the proposal to ratify Ernst & Young LLP as our independent 
registered public accountant, even if it did not receive voting instructions from you. Your broker may not vote 
your shares on any of the other matters without specific instruction. A “broker non-vote” occurs when a broker 
submits a proxy but refrains from voting. Shares represented by broker non-votes are counted as present or 
represented for purposes of determining the presence of a quorum but are not counted as otherwise present or 
represented. 


Obtaining Additional Copies of the Proxy Materials 


We have adopted a procedure called “householding.” Under this procedure, stockholders who share the 
same last name and reside at the same mailing address will receive one Notice or one set of proxy materials (if 
they have elected to receive hard copies of the proxy materials), unless one of the stockholders at that address has 
notified us that they wish to receive individual copies. Stockholders who participate in householding continue to 
receive separate control numbers for voting. Householding does not in any way affect dividend check mailings. 


If you hold Common Stock and currently are subject to householding, but prefer to receive separate copies 
of proxy materials and other stockholder communications from the Company, or if you are sharing an address 
with another stockholder and would like to consent to householding, you may revoke or grant your consent to 
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householding as appropriate at any time by calling toll-free at 1-866-540-7095 or notifying our Secretary at our 
principal executive offices at Three Limited Parkway, Columbus, Ohio 43230. 


A number of brokerages and other institutional holders of record have implemented householding. If you 
hold your shares beneficially in street name, please contact your broker or other intermediary holder of record to 
request information about householding. 


PROPOSAL 1: ELECTION OF DIRECTORS 


The Board has nominated three directors for election at the annual meeting. If you elect the three nominees, 
they will hold office for a three-year term expiring at the 2019 annual meeting or until their successors have been 
elected. All nominees are currently serving on our Board. 


We believe that our Board as a whole possesses the right diversity of experience, qualifications and skills to 
oversee and address the key issues facing our Company. In addition, we believe that each of our directors 
possesses key attributes that we seek in a director, including strong and effective decision-making, 
communication and leadership skills. To ensure that the Board, Board committees and individual directors 
remain effective, the Nominating & Governance Committee oversees the annual evaluation of the Board, each 
Board committee and each individual director and recommends ways to improve performance. With respect to 
Board refreshment, the Nominating & Governance Committee is responsible for identifying candidates who are 
qualified to serve on the Board and, as part of that review process, considers the diversity of experience and 
expertise of the current directors and areas where new directors might add additional perspectives. In that regard, 
in the past four years, three new directors have been appointed to the Board. The considerations of the 
Nominating & Governance Committee in identifying potential candidates are described in further detail in 
“Committees of the Board of Directors—Nominating & Governance Committee.” In addition to periodic 
Board refreshment, we believe that a variety of director tenures is beneficial to ensure Board quality and 
continuity of experience, as reflected in the current composition of our Board. 


Set forth below is additional information about the experience and qualifications of each of the nominees for 
director, as well as each of the current members of the Board, that led the Nominating & Governance Committee 
and the Board to conclude, at the time each individual was nominated to serve on the Board, that he or she would 
provide valuable insight and guidance as a member of the Board. 


Your proxy will vote for each of the nominees unless you specify otherwise. If any nominee is unable to 
serve, your proxy may vote for another nominee proposed by the Board. We do not know of any nominee of the 
Board who would be unable to serve as a director if elected. 


The Board recommends a vote FOR the election of all of the following nominees of the Board: 


Nominees and Directors 


Nominees of the Board at the 2016 Annual Meeting 


Dennis S. Hersch Director since 2006 Age 69 


Mr. Hersch is President of N.A. Property, Inc., through which he acts as a business advisor to Mr. and 
Mrs. Wexner, and has done so since February 2008. He also serves as a trustee of several trusts established by 
Mr. and Mrs. Wexner. He was a Managing Director of J.P. Morgan Securities Inc., an investment bank, from 
December 2005 through January 2008, where he served as the Global Chairman of its Mergers & Acquisitions 
Department. Mr. Hersch was a partner of Davis Polk & Wardwell LLP, a New York law firm, from 1978 until 
December 2005. Mr. Hersch served as a director of Clearwire Corporation, a telecommunications company, from 
2008 until 2013, NBCUniversal Enterprise, Inc., a media related company, from 2013 until 2014, Sprout Foods, 
Inc., a producer of organic baby food, from 2009 until 2015 and has served as a director of PJT Partners Inc., a 
financial advisory firm, since 2015. Mr. Hersch’s nomination is supported by his legal and financial expertise, as 
well as his considerable experience with corporate governance matters, strategic issues and corporate 
transactions. 


David T. Kollat Director since 1976 Age 77 


Dr. Kollat has been Chairman of 22, Inc., a management consulting firm, since 1987. He has served as 
director of Select Comfort Corporation, a designer, manufacturer and retailer of premium beds and bedding 
accessories, since 1994, and Wolverine World Wide, Inc., a global footwear, athletic apparel and accessories 
designer, manufacturer and retailer, since 1992. Dr. Kollat also served as director of Big Lots, Inc., a retailer, 
from 1990 to 2013. In addition to his broad business experience (including service on several boards of directors) 
and marketing expertise, Dr. Kollat’s nomination is supported by his particular experience in the retail, apparel 
and other related industries, both at the management and board levels. 


Leslie H. Wexner Director since 1963 Age 78 


Mr. Wexner has been Chief Executive Officer of the Company since he founded the Company in 1963, and 
Chairman of the Board for 40 years. Mr. Wexner is the husband of Abigail S. Wexner. Mr. Wexner’s nomination 
is supported by his effective leadership of the Company since its inception. 


Directors Whose Terms Continue until the 2017 Annual Meeting 
Donna A. James Director since 2003 Age 58 


In April 2006, Ms. James established Lardon & Associates LLC, a business and executive advisory services 
firm, where she is Managing Director. Ms. James served as the President of Nationwide Strategic Investments, a 
division of Nationwide Mutual Insurance Company, from 2003 through March 2006. Ms. James served as 
Executive Vice President and Chief Administrative Officer of Nationwide Mutual Insurance Company and 
Nationwide Financial Services from 2000 until 2003. Ms. James is a director of Time Warner Cable Inc., a 
provider of video, data and voice services, Marathon Petroleum Corp., a transportation fuels refiner and Boston 
Scientific Corporation, a developer, manufacturer and marketer of medical devices. Ms. James also served as 
Chairman of Financial Settlement Services Agency, Inc. from 2005 through 2006, as director of CNO Financial 
Group, Inc., a holding company for a group of insurance companies, from 2007 to 2011, and as director of Coca- 
Cola Enterprises Inc., a nonalcoholic beverages company, from 2005 to 2012. She currently serves on the Audit 
Committee of Marathon Petroleum Corp. and as the Chairperson of the Audit Committee of Time Warner Cable 
Inc. Ms. James’s nomination was supported by her executive experience, financial expertise, service on several 
boards of directors and experience with respect to corporate diversity and related issues. 


Jeffrey H. Miro Director since 2006 Age 73 


Mr. Miro has been a senior partner of the Honigman Miller Schwartz and Cohn LLP law firm since 
November 2004. He was a partner and Chairman of the law firm of Miro Weiner & Kramer from 1981 until 
November 2004. He is an Adjunct Professor of Law at The University of Michigan Law School, teaching courses 
in taxation and corporate governance. Mr. Miro was a director of M/I Homes, Inc., a national home building 
company, until December 2012, and was a director of Sotheby’s Holdings, Inc., an auctioneer of art, jewelry and 
collectibles, until May 2006. Mr. Miro’s nomination was supported by his legal expertise, particularly with 
respect to corporate governance and real estate matters. 


Michael G. Morris Director since 2012 Age 69 


Mr. Morris served as the Chairman of the Board of American Electric Power Company, Inc., one of the 
largest electric utilities in the United States, from 2012 to April 2014. From January 2004 until November 2011, 
Mr. Morris served as the President, Chief Executive Officer and Chairman of American Electric Power 
Company, Inc. From 1997 until 2003, he served as the Chief Executive Officer of Northeast Utilities, the largest 
electric utility in New England. Mr. Morris currently serves as a director of Spectra Energy Corp., one of North 
America’s leading natural gas infrastructure companies, The Hartford Financial Services Group, Inc., an 
investment and insurance company, and Alcoa Inc., a leading producer of aluminum. Mr. Morris’s nomination 
was supported by his broad business experience and management expertise. 
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Raymond Zimmerman Director since 1984 Age 8&3 


Mr. Zimmerman is the Chief Executive Officer of Service Merchandise LLC, a retail company. 
Mr. Zimmerman was Chairman of the Board and Chief Executive Officer of 99¢ Stuff, LLC from 1999 to 2003 
and the Chairman of the Board and Chief Executive Officer of 99¢ Stuff, Inc. from 2003 to 2008. In January 
2007, 99¢ Stuff, Inc. filed a voluntary petition under Chapter 11 of the United States Bankruptcy Code, and in 
October 2007, 99¢ Stuff, Inc. emerged from bankruptcy. Mr. Zimmerman’s nomination was supported by his 
financial expertise and broad business experience, particularly in the retail sector. 


Directors Whose Terms Continue until the 2018 Annual Meeting 
E. Gordon Gee Director since 2012 Age 72 


Dr. Gee is currently the President of West Virginia University, a large public research institution. Prior to 
his current service at West Virginia University, he led several other major universities, including The Ohio State 
University (2007—2013, 1990—1998), Vanderbilt University (2000—2007), Brown University (1998—2000), 
the University of Colorado (1985—1990), and West Virginia University (1981—1985). Dr. Gee also currently 
serves as a director of the National 4-H Council. He previously served as a director of the Company from 1992 to 
2008, as a director of Hasbro, Inc., a branded-play company, from 1999 until 2010, and as a director of Bob 
Evans Farms, Inc., an owner and operator of family restaurants, from 2009 until 2014. Dr. Gee’s nomination was 
supported by his extensive executive and management experience, as well as his legal expertise and knowledge 
of the Company gained through his prior service as a director. 


Stephen D. Steinour Director since 2014 Age 57 


Mr. Steinour has been the Chairman, President & Chief Executive Officer of Huntington Bancshares 
Incorporated, a regional bank holding company, since 2009. From 2008 to 2009, Mr. Steinour was a Managing 
Partner in CrossHarbor Capital Partners, LLC, a recognized leading manager of alternative investments. 
Mr. Steinour was with Citizens Financial Group from 1992 to 2008, where he served in various executive roles, 
including President from 2005 to 2007 and Chief Executive Officer from 2007 to 2008. Mr. Steinour currently 
serves as a director of Exelon Corporation, a utility services holding company. He previously served as a trustee 
of Liberty Property Trust, a real estate investment trust, from 2010 to 2014. Mr. Steinour’s nomination was 
supported by his executive experience, financial expertise and service on several boards of directors. 


Allan R. Tessler Director since 1987 Age 79 


Mr. Tessler has been Chairman of the Board and Chief Executive Officer of International Financial Group, 
Inc., an international merchant banking firm, since 1987 and is the Chairman and Chief Executive Officer of 
Teton Financial Services, a financial services company. He previously served as Chairman of the Board of Epoch 
Holding Corporation, an investment management company, from 2004 to 2013 and as Chairman of the Board of 
J Net Enterprises Inc., a technology holding company, from 2000 to 2004. Mr. Tessler also served as Chairman 
of the Board of InterWorld Corporation from 2001 to 2004 and as Chairman of Checker Holdings Corp. IV from 
1997 to 2009. Mr. Tessler currently serves on the Audit Committee of Imperva, Inc., a provider of cyber security 
solutions, and as Chairman of the Board of Rocky Mountain Bank, a Wyoming bank. He has served as a director 
of TD Ameritrade Holding Corporation, a securities brokerage company, since November 2006, and as a director 
of Steel Partners Holding GP, Inc., a general partner of a global diversified holding company, since 2010. 
Mr. Tessler’s nomination was supported by his broad business experience and financial expertise, together with 
his involvement in various public policy issues. 


Abigail S. Wexner Director since 1997 Age 54 


Mrs. Wexner is the chairman and CEO of Whitebarn Associates, a private investment company. She serves 
on the boards of Advanced Drainage Systems, Inc., a manufacturer of high performance thermoplastic corrugated 
pipe, The Ohio State University, Nationwide Children’s Hospital, the Columbus Downtown Development 
Corporation, the Columbus Partnership, Pelotonia, The Ohio State University Wexner Medical Center, The 
Wexner Foundation, The Columbus Jewish Federation and the United States Equestrian Team Foundation. She is 
founder and chair of the board for The Center for Family Safety and Healing and KidsOhio.org, founding board 
member and vice chair of the board for KIPP Columbus and a past chair of the Governing Committee of the 
Columbus Foundation. Mrs. Wexner is the wife of Leslie H. Wexner. Mrs. Wexner’s nomination was supported 
by her executive and legal experience, as well as her expertise with respect to a wide range of diversity, 
philanthropic and public policy issues. 


Retiring Director 


William R. Loomis, Jr. has informed the Company that he will retire from the Board effective May 19, 
2016, at the conclusion of our annual meeting. 


Director Independence 


The Board has determined that each of the individuals nominated to serve on the Board, together with 
William R. Loomis, Jr. and each of the members of the Board who will continue to serve after the 2016 annual 
meeting of stockholders (except for Dennis S. Hersch, Abigail S. Wexner and Leslie H. Wexner), has no material 
relationship with the Company other than in his or her capacity as a director of the Company and that each is 
“independent” in accordance with applicable NYSE standards. If all director nominees are elected to serve as our 
directors, independent directors will constitute more than two-thirds of our Board. 


In making these determinations, the Board took into account all factors and circumstances that it considered 
relevant, including, where applicable, the existence of any employment relationship between the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family and the Company; whether within the 
past three years the director (or nominee) has served as an executive officer of the Company; whether the director 
(or nominee) or a member of the director’s (or nominee’s) immediate family has received, during any twelve- 
month period within the last three years, direct compensation from the Company in excess of $120,000; whether 
the director (or nominee) or a member of the director’s (or nominee’s) immediate family has been, within the last 
three years, a partner or an employee of the Company’s internal or external auditors; and whether the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family is employed by an entity that is 
engaged in business dealings with the Company. The Board has not adopted categorical standards with respect to 
director independence. The Board believes that it is more appropriate to make independence determinations on a 
case-by-case basis in light of all relevant factors. 


Board Leadership Structure 


Mr. Leslie H. Wexner serves as Chairman of the Board and Chief Executive Officer of the Company. 
Mr. Wexner is the founder of the Company and has served as its Chairman and/or Chief Executive Officer for 
over fifty years. Mr. Wexner (through his personal holdings and associated trusts) is also the Company’s largest 
stockholder. The Board believes that Mr. Wexner’s experience and expertise in the Company’s business and 
operations is unrivaled and that he is uniquely qualified to lead the Company. Accordingly, the Company 
believes that Mr. Wexner’s service as both Chairman of the Board and Chief Executive Officer is a significant 
benefit to the Company and provides more effective leadership than could be achieved in another leadership 
structure. 


Allan R. Tessler currently serves as the lead independent director. In July 2012, the Board determined that 
the lead independent director should be appointed solely by the independent directors, as they deem appropriate, 
and Mr. Tessler was subsequently reappointed as the lead independent director by them. As lead independent 
director, Mr. Tessler has the authority to call meetings of the independent directors, at which he serves as the 
chairman. Mr. Tessler also approves information sent to the Board, including the agenda for Board meetings, and 
is responsible for approving meeting schedules in order to assure that there is sufficient time for discussion of all 
agenda items. 


The Company believes that the lead independent director structure, including Mr. Tessler’s service as lead 
independent director, offers independent oversight of the Company’s management to complement the leadership 
that Mr. Wexner provides to the Board as its Chairman. 


Risk Oversight; Certain Compensation Matters 


The Board, directly and through the Audit Committee and other committees of the Board, takes an active 
role in the oversight of the Company’s policies with respect to the assessment and management of enterprise risk. 
Among other things, the Board has policies in place for identifying the senior executive responsible for key risks 
as well as the Board committees with oversight responsibility for particular key risks. In a number of cases, 
oversight is conducted by the full Board. 


Among other things, the Company, including the Compensation Committee of the Board, has evaluated the 
Company’s compensation structure from the perspective of enterprise risk. The Company, including the 
Compensation Committee, believes that the Company’s compensation structures are appropriate and do not 
incentivize inappropriate taking of business risks. 


Review of Strategic Plans 


The Board regularly reviews the Company’s strategic plans and conducts a strategic planning retreat at least 
annually. 


Information Concerning Board Meeting Attendance 


Our Board held 7 meetings in fiscal year 2015. During fiscal year 2015, all of the directors attended 75% or 
more of the total number of meetings of the Board and of the committees of the Board on which they served 
(which were held during the period in which they served). 


Committees of the Board 
Audit Committee 


The Audit Committee of the Board is instrumental in the Board’s fulfillment of its oversight responsibilities 
relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s compliance with legal and 
regulatory requirements, (iii) the qualifications, independence and performance of the Company’s independent 
auditors and (iv) the performance of the Company’s internal audit function. The current members of the Audit 
Committee are Ms. James (Chair), Dr. Kollat and Messrs. Tessler and Zimmerman. The Board has determined 
that each of the Audit Committee members meets the independence, expertise and experience standards 
established by the NYSE and the Securities and Exchange Commission (the “Commission’’) for service on the 
Audit Committee of the Board and for designation as an “audit committee financial expert” within the meaning 
of the regulations promulgated by the Commission. 


The Report of the Audit Committee can be found on page 57 of this proxy statement. The Audit Committee 
held 16 meetings in fiscal year 2015. 


Compensation Committee 


The Compensation Committee of the Board (i) oversees the Company’s compensation and benefits 
philosophy and policies generally, (ii) evaluates the Chief Executive Officer’s (the “CEO”) performance and 
oversees and sets compensation for the CEO, (iii) oversees the evaluation process and compensation structure for 
other members of the Company’s senior management and (iv) fulfills the other responsibilities set forth in its 
charter. The current members of the Compensation Committee are Dr. Kollat (Chair) and Messrs. Gee, Miro and 
Morris. The Board has determined that each of the current Compensation Committee members is “independent” 
in accordance with applicable NYSE standards. 


The Report of the Compensation Committee can be found on page 52 of this proxy statement. The 
Compensation Committee held 10 meetings in fiscal year 2015. 


Nominating & Governance Committee 


The Nominating & Governance Committee of the Board identifies and recommends to the Board candidates 
who are qualified to serve on the Board and its committees. The Nominating & Governance Committee considers 
and reviews the qualifications of any individual nominated for election to the Board by stockholders. It also 
proposes a slate of candidates for election as directors at each annual meeting of stockholders. The Nominating & 
Governance Committee also develops and recommends to the Board, and reviews from time to time, a set of 
corporate governance principles for the Company and monitors compliance with those principles. In addition, the 
Nominating & Governance Committee oversees the annual evaluation of the Board, each Board committee and 
each individual director. The current members of the Nominating & Governance Committee are Mr. Tessler 
(Chair), Ms. James, Dr. Kollat and Mr. Miro. The Board has determined that each of the current Nominating & 
Governance Committee members is “independent” in accordance with applicable NYSE standards. 


The Nominating & Governance Committee develops and recommends to the Board criteria and procedures 
for the selection and evaluation of new individuals to serve as directors and committee members. It also reviews 
and periodically makes recommendations to the Board regarding the composition, size, structure, practices, 
policies and activities of the Board and its committees. In making its assessment and in identifying and 
evaluating director nominees, the Nominating & Governance Committee takes into account the qualifications of 
existing directors for continuing service or re-nomination, which may be affected by, among other things, the 
quality of their contributions, their attendance records, changes in their primary employment or other business 
affiliations, the number of boards of publicly held companies on which they serve or other competing demands 
on their time and attention. While the Board has not established any specific minimum qualifications for director 
nominees, as indicated in the Company’s corporate governance principles, the directors and any potential 
nominees should be individuals of diverse backgrounds who possess the integrity, judgment, skills, experience 
and other characteristics that are deemed necessary or desirable for the effective performance of the Board’s 
oversight function. Certain of the skills, qualifications and particular areas of expertise considered with respect to 
the members of the Board at the time each Director was nominated are summarized in the director biographies 
found on pages 5 through 8 of this proxy statement. Although the Nominating & Governance Committee 
considers diversity as a factor in the selection of Board nominees, the Committee does not use formal 
quantitative or similar criteria with regard to diversity in its selection process. 


The Nominating & Governance Committee does not have a formal policy on the consideration of director 
candidates recommended by stockholders. The Board believes that it is more appropriate to provide the 
Nominating & Governance Committee flexibility in evaluating stockholder recommendations. In the event that a 
director nominee is recommended by a stockholder, the Nominating & Governance Committee will give due 
consideration to the director nominee and will use the same criteria used for evaluating Board director nominees, 
in addition to considering the information relating to the director nominee provided by the stockholder. 
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To date, the Company has not engaged third parties to identify or evaluate or assist in identifying potential 
director nominees, although the Company reserves the right in the future to retain a third-party search firm, if 
appropriate. 


The Nominating & Governance Committee held 3 meetings in fiscal year 2015. 


Executive Committee 


The Executive Committee of the Board may exercise, to the fullest extent permitted by law, all of the 
powers and authority granted to the Board. Among other things, the Executive Committee may declare 
dividends, authorize the issuance of stock and authorize the seal of the Company to be affixed to papers that 
require it. The current members of the Executive Committee are Messrs. Wexner (Chair) and Tessler. 


Finance Committee 


The Finance Committee of the Board periodically reviews the Company’s financial position and financial 
arrangements with banks and other financial institutions. The Finance Committee also makes recommendations 
on financial matters that it believes are necessary, advisable or appropriate. The current members of the Finance 
Committee are Mr. Tessler (Chair), Mr. Hersch, Dr. Kollat, Mr. Loomis, Mrs. Wexner and Mr. Zimmerman. 
However, Mr. Loomis will not serve on the Finance Committee past May 19, 2016, the date that his retirement 
becomes effective. 


Inclusion Committee 


The Inclusion Committee of the Board is instrumental in the Board’s fulfillment of its oversight 
responsibilities relating to, among other things, (i) the Company’s commitment to diversity and inclusion and 
(ii) the performance of the Company’s Office of Inclusion. The current members of the Inclusion Committee are 
Mrs. Wexner (Chair), Dr. Gee and Ms. James. 


Meetings of the Company’s Non-Management Directors 


The non-management directors of the Board meet in executive session in connection with each regularly 
scheduled Board meeting. Mr. Tessler serves as the chair of those meetings, which neither Mr. Wexner nor 
Mrs. Wexner attends. 


Communications with Stockholders 


We have a policy of robust engagement with stockholders, including continuing outreach to and dialogue 
with all of our major investors on a range of issues including corporate governance matters. Such engagements 
with investors have been highly constructive. For example, based on stockholder feedback, we made a number of 
changes to our compensation program in the past few years, as discussed in more detail under “Compensation- 
Related Matters—Compensation Discussion and Analysis.” The Board also provides a process for interested 
parties to send communications to the full Board, the non-management members of the Board, the lead 
independent director and the members of the Audit Committee. Any director may be contacted by writing to him 
or her c/o L Brands, Inc., Three Limited Parkway, Columbus, Ohio 43230 or emailing at 
boardofdirectors @lb.com. Any stockholder wishing to contact Audit Committee members may send an email to 
auditcommittee @ lb.com. Communications that are not related to a director’s duties and responsibilities as a 
Board member, a non-management director or an Audit Committee member may be excluded by the Office of 
the General Counsel, including, without limitation, solicitations and advertisements; junk mail; product-related 
communications; job referral materials such as resumes; surveys; and any other material that is determined to be 
illegal or otherwise inappropriate. The directors to whom such information is addressed are informed that the 
information has been removed and that it will be made available to such directors upon request. 
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Attendance at Annual Meetings 


The Company does not have a formal policy regarding attendance by members of the Board at the 
Company’s annual meeting of stockholders. However, it encourages directors to attend and historically nearly all 
have done so. All of the then-current Board members attended the 2015 annual meeting, except for Ms. James 
and Mr. Morris. Each director is expected to dedicate sufficient time, energy and attention to ensure the diligent 
performance of his or her duties, including by attending meetings of the Board and the committees of which he or 
she is a member. 


Code of Conduct, Related Person Transaction Policy and Associated Matters 


The Company has a code of conduct that is applicable to all employees of the Company, including the CEO 
and Chief Financial Officer, and to members of the Board. Any amendments to the code or any waivers from any 
provisions of the code granted to executive officers or directors will be promptly disclosed to stockholders 
through posting on the Company’s website at www.lb.com. 


Under the Company’s Related Person Transaction Policy (the “Policy”), subject to certain exceptions, 
directors and executive officers of the Company are required to notify the Company of the existence or potential 
existence of any financial or commercial transaction, agreement or relationship involving the Company in which 
a director or executive officer or his or her immediate family members has a direct or indirect material interest. 
Each such transaction must be approved by the Board or a committee consisting solely of independent directors 
after consideration of all material facts and circumstances. 


The Company is engaged in several projects designed to increase our speed and agility in producing 
products that satisfy our customers. In the case of our beauty, personal care and home fragrance businesses, the 
development of supplier facilities in close proximity to our headquarters and distribution facilities in central Ohio 
has been an integral part of capturing the many business benefits of speed and agility. The New Albany Company 
(“NACO”), a business beneficially owned by Mr. and Mrs. Wexner, is in the business of developing real estate, 
including industrial parks, and has sold land (and may in the future sell land) to certain vendors or third party 
developers in connection with the continuing development of an industrial park focused on the foregoing 
business categories (the “Beauty Park”) in New Albany, Ohio. The Audit Committee monitors such vendor and 
third party transactions on an ongoing basis to assure that they are in the best interests of the Company and its 
stockholders generally. 


In light of the Company’s highly favorable experience with vendors at the Beauty Park and our growth plans 
for the beauty, personal care and home fragrance businesses, the Company believes that certain new facilities 
required to achieve such projected growth should be located as close as possible to the Beauty Park. The 
Company identified certain land owned by NACO that, together with certain other adjacent parcels owned by a 
number of third parties in immediate proximity to the Beauty Park, would be desirable for the Company to 
acquire for future growth. Because of the Wexners’ interest in NACO, the matter was referred to, and evaluated 
and negotiated by, the Audit Committee in accordance with the Policy. In 2014, the Audit Committee negotiated 
the purchase of certain NACO land for approximately $21 million, and the assumption from NACO of contracts 
to purchase certain adjacent parcels directly from third parties for approximately $7 million, and determined that 
these transactions were fair to and in the best interests of the Company and its stockholders generally. In 2015, 
certain additional property immediately adjacent to the foregoing parcels became available, and the Company 
believed that it would be desirable to acquire such property for future growth. This potential transaction was also 
referred to the Audit Committee for evaluation and, if appropriate, negotiation. The Audit Committee 
subsequently negotiated with NACO the purchase of such property for approximately $5.3 million, and an 
existing building located in New Albany that was historically associated with the Bath & Body Works brand for 
approximately $250,000, and determined that these transactions were fair to and in the best interests of the 
Company and its stockholders generally. The determinations made by the Audit Committee in 2014 and 2015 
under the Policy with respect to these transactions between the Company and NACO were made in reliance on, 
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among other things, advice from independent counsel and real estate appraisers and advisors, including opinions 
received from an independent financial advisor with specialized expertise in commercial real estate that such 
transactions were fair to the Company from a financial point of view. 


Copies of the Company’s Code of Conduct, Corporate Governance Principles, Policy and Committee Charters 


The Company’s code of conduct, corporate governance principles and Policy, as well as the charters of the 
Audit Committee, Compensation Committee and Nominating & Governance Committee of the Board, are 
available on the Company’s website at www./b.com. Stockholders may also request a copy of any such document 
from: L Brands, Inc., Attention: Investor Relations, Three Limited Parkway, Columbus, Ohio 43230. 
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PROPOSAL 2: RATIFICATION OF THE APPOINTMENT 
OF INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS 


The Audit Committee has appointed Ernst & Young LLP to serve as the Company’s independent registered 
public accountants for the fiscal year ending January 28, 2017. We are asking you to ratify this appointment, 
although your ratification is not required. A representative of Ernst & Young LLP will be present at the meeting, 
will have the opportunity to make a statement and will be available to respond to appropriate questions. 


Additional information concerning the Company’s engagement of Ernst & Young LLP is included on 
page 58. 


The Board recommends a vote FOR the ratification of the appointment of Ernst & Young LLP as the 
Company’s independent registered public accountants. 
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PROPOSAL 3: PROPOSAL TO AMEND THE CERTIFICATE OF INCORPORATION TO REMOVE 
SUPERMAJORITY VOTING REQUIREMENTS 


Background; Governance Considerations 


This proposal is being submitted to stockholders following a vote at the Company’s 2015 annual meeting on 
a stockholder proposal addressing the same topic. While the stockholder proposal last year did not receive 
sufficient votes to implement the change, it did receive a majority vote. Accordingly, consistent with its strong 
commitment to the careful consideration of stockholder views and recognizing that there are different 
perspectives on the issue of supermajority voting requirements, the Board has elected to submit the proposal 
described below to a stockholder vote. 


The Board has evaluated the Company’s voting requirements on numerous occasions to ensure that they are 
in the best interests of the Company and its stockholders. In this regard, the Board has consistently determined 
that the retention of a supermajority vote standard for certain extraordinary matters is the best way to ensure that 
the interests of all stockholders are fully protected. The Board has consistently concluded that extraordinary 
transactions and fundamental changes to corporate governance should have the support of a broad consensus of 
the Company’s stockholders rather than just a simple majority, and that supermajority vote requirements protect 
stockholders against the potentially self-interested actions of short-term investors. The Board has also concluded 
that the Company’s existing supermajority voting provisions encourage persons or firms making unsolicited 
takeover proposals to negotiate directly with the Board, which provides the Board with increased leverage in the 
exercise of its fiduciary duties to negotiate the best possible return for stockholders, and which prevents the use 
of potentially coercive or abusive takeover tactics. 


On the other hand, the Board is aware that certain stockholders and institutions disagree. These entities 
generally argue that a majority stockholder vote should be sufficient for any corporate action requiring 
stockholder approval, regardless of the considerations outlined above. This proposal reflects the Board’s 
determination to respond to, and address, that difference in perspective. 


Proposed Amendment 


If approved, the proposal would amend the Company’s Restated Certificate of Incorporation (the “Charter’’) 
to provide for the elimination of each voting requirement that calls for a greater than simple majority vote (the 
“Amendment’). 


Under the Company’s existing governance documents, a simple majority vote requirement already applies 
to most matters submitted for stockholder approval. The Charter provides that a supermajority vote of the 
stockholders is required to approve actions related to a small number of fundamental matters of corporate 
structure and governance. These matters are as follows: (i) approval of certain business combinations with an 
individual, entity or group that collectively owns 20% or more of the Company’s voting securities (an “interested 
stockholder”); (ii) approval of certain fundamental transactions with any corporation that, together with its 
affiliates, owns 5% or more of the Company’s voting securities, including mergers or a sale of substantially all of 
the Company’s assets; (iii) dissolution of the Company; (iv) removal of a director for cause; (v) an alteration, 
amendment or repeal of the Company’s Bylaws or any amendment to the Charter that contravenes any existing 
Bylaw of the Company; and (vi) an amendment of certain provisions in the Charter. 


If the proposed Amendment is adopted, each of the foregoing supermajority voting requirements would be 
removed from the Charter. Instead, any matter voted on at any meeting of the stockholders would be decided by 
either the majority in voting interest of the stockholders voting on such matter or, in the case of certain business 
combinations with an interested stockholder, a majority of the outstanding shares of the Company excluding 
(except under certain circumstances) those held by the interested stockholder, unless otherwise provided by law. 
The default voting requirement in the Company’s Bylaws, contained in Section 1.10(c) therein, states, “At any 
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meeting of the stockholders all matters, except as otherwise provided in the certificate of incorporation, in these 
bylaws, or by law, shall be decided by the vote of a majority in voting interest of the stockholders present in 
person or by proxy and voting thereon, a quorum being present.” The Company’s Bylaws do not have any 
provisions containing supermajority voting requirements. 


The text of the proposed Amendment, which would remove Articles EIGHTH and THIRTEENTH and 
Section 2 of Article FIFTH and Section 1 of Article ELEVENTH of the Charter in their entirety, and modify 
Articles TENTH and TWELFTH and Section 2 of Article ELEVENTH of the Charter, is attached as Appendix A 
to this proxy statement. 


Required Vote 


For the Amendment to become effective, this proposal must receive the affirmative vote of at least 75% of 
the outstanding shares of the Company entitled to vote at the annual meeting. If the proposal is approved by the 
required stockholder vote, the Board will take the necessary steps to amend the Charter as set forth in Appendix 
A. If the Amendment does not receive this level of stockholder approval, the Amendment will not be 
implemented and the Company’s current voting requirements will remain in place. 


Board Recommendation 


The Board continues to believe that the retention of the Company’s existing supermajority voting 
requirements for certain extraordinary matters provides stockholders with very meaningful protections 
against actions that may not be in their best interests. On the other hand, the Board recognizes that certain 
stockholders and institutions disagree and also believes that responsiveness to this perspective is an 
important matter of corporate governance. Accordingly, after careful consideration of the issue in 
accordance with its fiduciary duties, the Board has determined, in recognition of last year’s vote, to 
recommend a vote to approve the Amendment. 


While the Board believes there is a strong argument to the contrary, the Board has elected to 


recommend that stockholders vote FOR the proposed Amendment in recognition of the stockholder vote at 
the Company’s 2015 annual meeting. 
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PROPOSAL 4: ADVISORY VOTE TO APPROVE NAMED EXECUTIVE OFFICER 
COMPENSATION 


The Dodd-Frank Wall Street Reform and Consumer Protection Act requires us to provide an advisory 
stockholder vote to approve the compensation of the Company’s named executive officers (“NEOs”), as such 
compensation is disclosed pursuant to the disclosure rules of the Commission. After the Company’s 2011 annual 
meeting, the Board determined to hold this advisory “say-on-pay” vote every year. Accordingly, the Company is 
providing its stockholders with the opportunity to cast an advisory vote on the fiscal 2015 compensation of our 
NEOs as disclosed in this proxy statement, including the Compensation Discussion and Analysis (the “CD&A”), 
the compensation tables and other narrative executive compensation disclosures. 


Stockholders are being asked to vote on the following resolution: 


“RESOLVED, that the stockholders approve the compensation of the Company’s executive officers named 
in the 2015 Summary Compensation Table, as disclosed pursuant to Item 402 of Regulation S-K (which 
disclosure includes the Compensation Discussion and Analysis, the compensation tables and other narrative 
executive compensation disclosures).” 


In fiscal 2015, the Company delivered its fifth straight year of best-ever adjusted sales and earnings, 
resulting in a total shareholder return of 19% and an increase in our stock price of 14%. We believe in paying for 
performance, and our compensation program requires superior performance for our NEOs to earn performance- 
based incentives at target. Base salaries and targeted long term performance-based equity incentive compensation 
for the NEOs increased from fiscal 2014 to 2015, in recognition of their continued success in the difficult 
challenge of beating our best-ever results. Short term performance-based cash incentive compensation increased 
in connection with operating income performance that surpassed our stretch goals. 


NEO base salaries and short term performance-based incentive compensation targets for fiscal 2015 were 
set in March 2015 based on fiscal 2014 performance and our goals for 2015. With the goal of providing 
incentives for continued superior performance, the Compensation Committee took the following actions: 


e Awarded Mr. Wexner performance-based stock awards in January 2016 with a target value of 
approximately $14.1 million based on the achievement of financial and strategic goals during fiscal 
2015 and stock performance that ranks in the top three of our peer companies and exceeds the S&P 500 
Index by 22 percentage points. 


e Increased the base salary for each of the NEOs for the first time in at least two years (seven years in the 
case of Mr. Wexner) based on our growth and accomplishments in the last several fiscal years, 
including continued record-setting sales and earnings performance in fiscal 2013 and fiscal 2014. 


e Increased short term performance-based incentive compensation targets for each of the NEOs to incent 
future performance and further leverage their compensation. 


e Increased the target value of performance-based Restricted Stock Units (“RSUs”) awarded to NEOs 
other than Mr. Wexner in April 2015 to recognize our record-setting financial performance in fiscal 
2014, provide significant retentive value for these NEOs and incent future performance. 


e Set short term incentive compensation goals at targets that require continued growth in operating 
income over record fiscal 2014 results. 


e Continued the cumulative, long-term, relative performance measure required for NEOs to earn RSUs. 
While both total shareholder return and total CEO compensation have increased over the last four years as a 
result of the Company’s outstanding performance, the Company’s increase in stockholder return, including 


reinvested dividends, exceeds the rate of increase in total CEO compensation (as disclosed in further detail in the 
CD&A). 
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Although the advisory stockholder vote on executive compensation is non-binding, the Compensation 
Committee has considered and will continue to consider the outcome of the vote and feedback received from 
stockholders when making compensation decisions for NEOs. We have a policy of robust engagement with 
stockholders, including continuing outreach to and dialogue with all of our major institutional stockholders. 
Based on the strong support from, as well as feedback from our engagement with, major stockholders, we did not 
make structural changes to our executive compensation program in fiscal 2015. We have made a number of 
changes to our compensation program in previous years in accordance with our corporate governance principles 
and/or in response to stockholder and advisory group feedback, including: 


e Eliminating tax gross-ups for NEOs upon a change in control. 
e Instituting a “no hedging” policy governing stock trading. 


e Establishing a policy that discourages pledging of Company stock and requires advance approval of 
our General Counsel. 


e Establishing a policy prohibiting the future issuance of “single trigger” equity awards. 
e Establishing a clawback policy. 
e Establishing stock ownership guidelines set at five times base salary for our CEO, three times base 


salary for other NEOs and four times the annual stock retainer for Board members. 


These changes, along with our continued strong performance, were important factors in achieving 91% 
stockholder support for our 2015 advisory vote on executive compensation. Given this strong level of support, 
the Compensation Committee has concluded that a large majority of our stockholders support our existing 
compensation program. 


Please refer to the CD&A for a detailed discussion of the Company’s executive compensation principles and 
practices and the fiscal 2015 compensation of our NEOs. 


Board Recommendation 


We continue to deliver extraordinary returns and are committed to creating long term value for our 
stockholders. The Company’s fifth straight year of record-setting sales and earnings was led by our NEOs 
who are incented to perform by our compensation program and its connection to results. In summary, we 
see alignment between our performance, our stockholders’ interests and our pay. 


The Board recommends a vote FOR this proposal. 
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PROPOSAL 5: STOCKHOLDER PROPOSAL ON PROXY ACCESS 


John Chevedden, 2215 Nelson Ave., No. 205 Redondo Beach, CA 90278, owner of 90 shares of Common 
Stock, has notified the Company that he intends to submit the following proposal at this year’s meeting: 


Proposal 5—Shareholder Proxy Access 


RESOLVED: Shareholders ask our board of directors to adopt, and present for shareholder approval, a “proxy 
access” bylaw as follows: 


Require the Company to include in proxy materials prepared for a shareholder meeting at which directors are to 
be elected the name, Disclosure and Statement (as defined herein) of any person nominated for election to the 
board by a shareholder or an unrestricted number of shareholders forming a group (the “Nominator”) that meets 
the criteria established below. 


Allow shareholders to vote on such nominee on the Company’s proxy card. 


The number of shareholder-nominated candidates appearing in proxy materials should not exceed one quarter of 
the directors then serving or two, whichever is greater. This bylaw should supplement existing rights under 
Company bylaws, providing that a Nominator must: 


a) have beneficially owned 3% or more of the Company’s outstanding common stock, including recallable 
loaned stock, continuously for at least three years before submitting the nomination; 


b) give the Company, within the time period identified in its bylaws, written notice of the information required 
by the bylaws and any Securities and Exchange Commission (SEC) rules about (i) the nominee, including 
consent to being named in proxy materials and to serving as director if elected; and (ii) the Nominator, including 
proof it owns the required shares (the “Disclosure’”’); and 


c) certify that (i) it will assume liability stemming from any legal or regulatory violation arising out of the 
Nominator’s communications with the Company shareholders, including the Disclosure and Statement; (ii) it will 
comply with all applicable laws and regulations if it uses soliciting material other than the Company’s proxy 
materials; and (iii) to the best of its knowledge, the required shares were acquired in the ordinary course of 
business, not to change or influence control at the Company. 


The Nominator may submit with the Disclosure a statement not exceeding 500 words in support of the nominee 
(the “Statement”). The Board should adopt procedures for promptly resolving disputes over whether notice of a 
nomination was timely, whether the Disclosure and Statement satisfy the bylaw and applicable federal 
regulations, and the priority given to multiple nominations exceeding the one-quarter limit. No additional 
restrictions that do not apply to other board nominees should be placed on these nominations or re-nominations. 


Proxy access would “benefit both the markets and corporate boardrooms, with little cost or disruption,” raising 
US market capitalization by up to $140 billion. This is according to a cost-benefit analysis by the Chartered 
Financial Analyst Institute, Proxy Access in the United States: Revisiting the Proposed SEC Rule. 


Please vote to enhance shareholder value: 


Shareholder Proxy Access—Proposal 5 


Our Response—Statement in Opposition to Stockholder Proposal on Proxy Access 


The Board has carefully considered the above proposal and believes that it is not in the best interests 
of our stockholders to implement proxy access at this time. Consequently, the Board recommends a vote 
AGAINST the proposal. 
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The Board reviewed the corporate governance landscape and believes that while many investors have strong 
views on proxy access, there is no current consensus on this issue. Some investors oppose proxy access 
altogether. Among those who favor proxy access, there are different views on the most appropriate way to 
implement proxy access and these views continue to evolve, including on appropriate thresholds and procedures 
around proxy access. In reviewing the proxy access provisions of the companies that have adopted proxy access 
to date, we have seen different practices emerge. The Board believes that our approach towards proxy access 
should be developed in a careful and thoughtful fashion that is guided by a review of corporate governance 
developments and consideration of all potential consequences. 


In addition, the Board believes that the current proposal contains provisions that are not in line with the 
adoptions of proxy access to date and raises concerns about whether it properly balances the interests of all 
stockholders. The proposal does not limit the number of stockholders that can form a group to reach the 3% 
ownership threshold, while we believe that most companies that have adopted proxy access to date have imposed 
a limit on the number of stockholders in a group. Further, the proposal lacks basic protective provisions. The 
proposal does not require that proxy access nominees have no affiliations with a competitor of the Company, nor 
does the proposal require nominees to be independent or to satisfy legal requirements applicable to directors of 
the Company. 


While we will review whether the implementation of proxy access would further enhance our corporate 
governance practices, the Board believes that the Company’s existing corporate governance practices allow 
stockholders to put forward potential director nominees and ensure the responsiveness and accountability of 
incumbent directors. 


There are several avenues for stockholders to put forward potential director nominees. First, stockholders 
may submit names of potential director nominees directly to the Board for consideration, and the Nominating & 
Governance Committee will use the same criteria to evaluate such candidates as for other candidates considered 
by the Board. Second, stockholders already have the power, subject to the requirements in the Company’s 
Bylaws, to directly nominate and solicit proxies for their own director nominees at annual meetings of 
stockholders. Third, stockholders who hold at least 25% of the voting power of the outstanding stock of the 
Company have the power, subject to the requirements in the Company’s Bylaws, to request a special meeting to 
consider stockholder-sponsored actions, including actions with respect to directors. 


Other existing corporate governance practices of the Company promote director accountability and 
responsiveness to stockholders. In uncontested elections, directors are elected only if they receive a majority of 
the votes cast, and incumbent directors are required to offer to resign if they fail to receive such a vote from the 
stockholders. Further, stockholders may communicate directly with the Board as described under “Proposal 1: 
Election of Directors—Communications with Stockholders.” Stockholders also have the right to submit 
proposals for consideration at an annual meeting and for inclusion in the Company’s proxy statement, subject to 
the rules and regulations of the Commission. 


The Board also believes that the current procedure, whereby the Nominating & Governance Committee is 
responsible for helping the Board to identify potential nominees who are qualified to serve on the Board, has 
worked well and continues to work well for our Company. The historical performance of the Company, including 
its fifth straight year of record-setting adjusted sales and earnings in 2015, led by a Board selected based on the 
above considerations, demonstrates the effectiveness of the Board’s current director nominee selection process. 


Board Recommendation 


After careful consideration of this proposal, the Board believes that it is not in the best interests of the 
Company and its stockholders to implement proxy access at this time. We will continue to monitor 
evolving market practices, so that the Board can make an informed decision as to whether, and the proper 
terms upon which, to implement proxy access. 


The Board recommends a vote AGAINST the stockholder proposal on proxy access. 
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COMPENSATION-RELATED MATTERS 


Compensation Discussion and Analysis 


Executive Summary 


Performance Overview 


Fiscal 2015 was another record-setting year. We delivered our fifth straight year of best-ever adjusted sales 
and earnings under the leadership of our NEOs, including our CEO: 


¢ Operating income increased $239 million or 12% 

e Net sales increased $700 million or 6% 

¢ Comparable store sales increased 5% 

e Adjusted earnings per share! increased 14% 

e Total shareholder return was 19% and our stock price increased 14% 

We are committed to returning value to our stockholders through a combination of dividends and share 
repurchase programs. In fiscal 2015, we increased our regular annual dividend 47% from $1.36 to $2.00 per 
share, paid a $2.00 per share special dividend and repurchased $483 million in stock. This commitment as well as 
our confidence in our growth opportunities is further demonstrated by increasing the annual dividend for 2016 


20% from $2.00 to $2.40 per share, paying an additional $2.00 per share special dividend and authorizing a new 
$500 million share repurchase program. 


Our ability to deliver strong financial performance and provide extraordinary returns to stockholders is a 
direct result of focus and disciplined execution in our business by our NEOs and their success is reflected in their 
compensation for fiscal 2015. 


! The reconciliation of such measure to the comparable figure determined in accordance with accounting principles generally accepted in the 
United States (“GAAP”) is included on page 23 of the Company’s 2015 Annual Report on Form 10-K. 


2015 Compensation Decisions Overview 


NEO base salaries and short term performance-based incentive compensation targets for fiscal 2015 were 
set in March 2015 based on fiscal 2014 performance and our goals for 2015. Fiscal 2015 compensation decision 
highlights include: 


e Awarded Mr. Wexner performance-based stock awards in January 2016 with a target value of 
approximately $14.1 million based on the achievement of financial and strategic goals during fiscal 
2015 and stock performance that ranks in the top three of our peer companies and exceeds the S&P 500 
Index by 22 percentage points; 


e Increased the base salary for each of the NEOs for the first time in at least two years (seven years in the 
case of Mr. Wexner) based on our growth and accomplishments in the last several fiscal years, 
including continued record-setting sales and earnings performance in 2013 and 2014; 


e Increased short term performance-based incentive compensation targets for each of the NEOs to incent 
future performance and further leverage their compensation; 


e Increased the target value of performance-based RSUs awarded to NEOs other than Mr. Wexner in 
April 2015 to recognize our record-setting financial performance in fiscal 2014, provide significant 
retentive value for these NEOs and incent future performance; 


e Set short term incentive compensation goals at targets that require continued growth in operating 
income over record fiscal 2014 results; and 


e Continued the cumulative, long-term, relative performance measure required for NEOs to earn RSUs. 


Aik 


Pay for Performance 


Our compensation program requires superior performance for our NEOs to earn performance-based 
incentives at target. While both total shareholder return and total CEO compensation have increased over the last 
four years as a result of the Company’s outstanding performance, the Company’s increase in stockholder return, 
including reinvested dividends, exceeds the rate of increase in total CEO compensation (as disclosed in the 2015 
Summary Compensation Table): 


e Over the last five years (since the beginning of fiscal 2011) our shareholder return was 35% on an 
annualized basis (352% in the aggregate) while our CEO’s compensation increased 7% on an 
annualized basis; and 


e Over the last year, the total shareholder return was 19% while total CEO compensation increased 13%. 
Our total shareholder return over the last five years is the best of the companies in our peer group and 


outperformed the S&P 500 Index by 26 percentage points. The following chart illustrates how the increase in 
stockholder returns exceeds the rate of increase in total CEO compensation: 
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The effectiveness of our compensation program at delivering pay for performance is further validated by an 
analysis conducted by the Compensation Committee’s independent compensation consultant to determine the 
alignment of pay and performance. The consultant reported to the Compensation Committee that our NEO 
compensation is aligned with performance and appropriate based on the competitive market, achievement of 
performance goals and total returns delivered to our stockholders. 


Stockholder Advisory Vote 


In 2015, 91% of our stockholders voted in favor of our executive compensation program. The Compensation 
Committee considers this vote and other stockholder/advisory group feedback when making compensation 
decisions for NEOs. Based on the strong support as well as feedback from our engagement with major 
stockholders, we did not make structural changes to our executive compensation program in 2015. 


We have implemented the following compensation practices in accordance with our corporate governance 
principles and/or in response to previously received stockholder and advisory group feedback: 
Y No tax gross-ups for NEOs upon a change in control. 
¥ “No hedging” policy governing stock trading. 


Y Policy that discourages pledging of Company stock and requires advance approval by our General 
Counsel. None of our NEOs or Board members have pledged Company stock. 


Y Nore-pricing of stock options without stockholder approval. 
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Y Double trigger vesting of equity awards upon a change in control for all equity awards since 2011 
(applicable to all unvested awards as of April 1, 2016) plus a policy that prohibits the future issuance of 
single trigger awards. 


Y¥ Clawback policy as described under “—-Compensation Governance—Recovery of Compensation.” 


Y Stock ownership guidelines set at five times base salary for our CEO, three times base salary for other 
NEOs and four times the annual stock retainer for Board members. 


Y Stock plan that requires a vesting period of at least one year: 
/ Three year minimum vesting period for RSUs that are based on the passage of time; and 


Y One year minimum vesting period for stock options and for RSUs that are earned based on 
performance. 


Y While these are the minimum requirements under the plan, stock options and performance-based 
RSUs awarded to our NEOs generally vest over five years. 


Conclusion 


We continue to deliver extraordinary returns and are committed to creating long term value for our 
stockholders. The Company’s fifth straight year of record-setting sales and earnings was led by our NEOs who 
are incented to perform by our compensation program and its connection to results. Our performance in 2015 is 
reflected in the pay for our NEOs. Base salaries and targeted long term performance-based equity incentive 
compensation for the NEOs increased from fiscal 2014 to 2015 in recognition of their continued success in the 
difficult challenge of beating our best-ever results. Short term performance-based cash incentive compensation 
increased in connection with operating income performance that surpassed our stretch goals. In summary, we see 
alignment between our performance, our stockholders’ interests and our pay. Accordingly, we recommend 
stockholders vote FOR the executive compensation program as outlined in Proposal 4. 
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Executive Compensation Philosophy 


Guiding Principles 


The Compensation Committee has built an executive compensation program on clear, purposeful guiding 
principles: 


Compensation Component Our Principles 


Pay Level e Attract and retain superior leaders in the highly competitive 
market for talent. 


e Pay competitively and equitably. 


¢ Recognize depth and scope of accountability and complexity 
of responsibility. 


Pay Mix ¢ Emphasize performance-contingent, long term and equity- 
based compensation over fixed compensation. 


Pay for Performance e Recognize and reward enterprise, brand and individual 
performance. 


e Align executives’ interests with stockholders’ interests. 


e Require executives to own a significant amount of Common 
Stock. 


e Set Spring and Fall goals to reflect the seasonal nature of 
our business and incent goal achievement in each season. 


e Create long-term stockholder value through regular 
achievement of short-term goals while pursuing our longer- 
term strategy of growth in North America and internationally 
and increasing operating margins. 


e Retain and incent high-performers through long-term equity 
incentive awards. 


Connecting Performance and Pay 


Our challenging incentive goals require superior performance, including substantial growth in operating 
income year over year to achieve target pay. When our NEOs hit and exceed these goals, we compensate them 
accordingly. 
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To achieve pay for performance, we employ a pay mix philosophy that places greater emphasis on 
performance-based and equity compensation over base salary. In fact, until fiscal 2015, our CEO had not 
received an increase in base salary since 2008. The following charts illustrate our pay mix philosophy which 
consists of a lower percentage of base salary compared to performance-based pay at target for 2015: 


CEO Other NEO Average 


Gi Base Salary Base Salary 
Short-Term Performance-Based Incentive Compensation Short-Term Performance-Based Incentive Compensation 
Long-Term Performance-Based Equity Compensation Long-Term Performance-Based Equity Compensation 


To assess whether the Company’s compensation program delivers pay for performance as designed, the 
Compensation Committee’s independent compensation consultant, Towers Watson (which merged with Willis 
Group Holdings in January 2016 and is referred to as Willis Towers Watson hereafter), analyzed our 
performance-based long term equity and short term cash compensation for our NEOs across four key measures 
(operating income, earnings per share, total stockholder return and return on invested capital) relative to our peer 
group. The analysis shows that both pay and performance are in the top quartile of our peer group. 


Based on this analysis, Willis Towers Watson and the Compensation Committee concluded that our NEO 
compensation is aligned with performance and appropriate based on the competitive market, achievement of 
performance goals and total returns delivered to our stockholders. 


Compensation Comparison 


We compare our NEO compensation with publicly available data on executive compensation. 


We define our peer group, with the help of Willis Towers Watson, to generally include: 
e Specialty and department store retailers; 
¢« Companies with brands that have emotional content; 


e Businesses that are generally similar to the Company in total revenue, market capitalization, global 
locations, business and/or merchandise focus; and 


e Retailers that compete with the Company for executive talent. 
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We review our peer group annually and removed Ann Inc. in 2015 when it was acquired by Ascena Retail 
Group. Following our review, our peer group consists of the following companies: 


Abercrombie & Fitch Co. The Gap, Inc. Ralph Lauren Corporation 
American Eagle Outfitters, Inc. J. C. Penney Company, Inc. Starbucks Corporation 
Avon Products, Inc. Kohl’s Corporation Target Corporation 
Coach, Inc. Macy’s, Inc. The TJX Companies, Inc. 
DSW, Inc. NIKE, Inc. Williams-Sonoma, Inc. 
The Estee Lauder Companies Inc. Nordstrom, Inc. 


We do not specifically benchmark our NEOs’ compensation against our peer group. Instead, we consider 
peer comparisons as one of several factors in applying our pay philosophy and setting the pay of our NEOs. 


Stock Ownership Guidelines 


The Compensation Committee encourages NEO Common Stock ownership through stock ownership 
guidelines which promote a long term focus, discourage inappropriate risk-taking and align the interests of our 
NEOs with those of our stockholders. Stock ownership guidelines can be met through direct or beneficial 
ownership of Common Stock, including Common Stock held under our stock and retirement plans. 


Our CEO is required to maintain ownership of Common Stock with a value of five times his base salary. As 
the beneficial owner of 15.98% of Common Stock, Mr. Wexner’s ownership well exceeds this minimum 
requirement. 


Other NEOs are required to maintain beneficial ownership of Common Stock with a value of three times his 
or her base salary. All of these NEOs have beneficial ownership in excess of this guideline as of the end of fiscal 
2015. 


Members of our Board must maintain ownership of at least the number of shares of Common Stock received 
as Board compensation over the previous four years. All members of our Board are in compliance with this 
policy. 


Compensation for NEOs 


The Compensation Committee makes all decisions regarding compensation for Mr. Wexner. The 
Compensation Committee oversees the evaluation process and compensation structure for the other NEOs and 
approves all NEO stock awards. 


Target compensation for the NEOs is reviewed annually and is designed to reward historical performance, 
incent future performance and be competitive with the external market for talent. The following fiscal 2014 
accomplishments were considered in setting NEO target compensation for 2015: 


¢ Increased sales 6% to $11.5 billion driven by a comparable store sales increase of 4%. 

e Increased earnings per share by 15% to $3.50. 

e Increased merchandise margin rate. 

e Improved operating income rate from 16.2% to 17.1% driven by growth in all segments. 
e Delivered total shareholder return of 69%. 


e Increased focus on our core categories by exiting most apparel categories at Victoria’s Secret Direct 
and the make-up business at Victoria’s Secret Stores. 


e Continued international expansion of our brands. 


¢ Returned value to stockholders through a combination of dividends and share repurchase programs. 
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When setting target compensation for 2015, the Compensation Committee also considered the Company’s 
future challenges and goals, including expectations of continued growth and improved margins against potential 
market challenges and continued international expansion efforts. 


Compensation Components 


The three principal elements of our executive compensation programs are base salary, short term 
performance-based cash incentive compensation and long term  performance-based equity incentive 
compensation. Other elements of compensation that may be paid to NEOs include retirement and other post- 
employment benefits and perquisites. 


Base Salary 
The following factors are considered in determining base salary adjustments: 
e Scope and responsibility of the NEO’s position; 
e Achievement of seasonal and annual business goals; 
¢ Level of overall compensation paid by competitors for comparable positions; 
e Recruitment, retention and development of leadership talent; 
e The Company’s challenging expectations for future growth; and 
e The appropriate balancing of our NEOs’ base salary against their incentive compensation. 

For the first time since 2008, Mr. Wexner received an increase to his base salary. The other NEOs also 
received base salary increases in recognition of their contributions to the continued success of the Company. 
Mr. McGuigan’s increase also reflects his assumption of additional responsibilities and is intended to align his 
compensation with internal and external positions of similar scope and importance. Mr. Coe’s increase is based 


on his achievement of business goals for Bath & Body Works, recognizes his successful leadership and is 
intended to be highly competitive with the external market. 


2015 Base 2014 Base % 

Salary ($) Salary ($) Increase 
Mir: WOXi eR geecies.ccccecbecuv baick s oeesb btenee peed wee, Beale Ga eacinin Soar 2,000,000 1,924,000 4.0% 
MS TUG y .csceavcs pede eee Debate ee dae etisalat Be 1,500,000 1,442,000 4.0% 
Mr. McGui Gattis. g cede de eed auctie aa Ge wa by oe aS ane eRES 1,250,000 978,500 27.7% 
Mir COG: 1a. caci8 4 Ste a beeen ectaedi eb arene based Pe gleh ane eae arseoie se ek 1,000,000 925,000 8.1% 
Mr. Burgdogrter® bois. o3-ead d.8e have baa eh dm ote Steen ees 852,800 824,000 3.5% 


Short Term Performance-Based Cash Incentive Compensation 


This program focuses on achievement of six-month goals, reflecting the seasonal nature of our business and 
the fact that achievement of our short term goals season after season creates long term value for our stockholders. 
Our operations consist of two principal selling seasons: Spring (the first and second quarters) and Fall (the third 
and fourth quarters). Fall, including the holiday season, is weighted more heavily because of its importance to 
our profitability. 


Short term performance-based cash incentive compensation targets are set at a percentage of base salary 
with the amount earned ranging from zero to double the target incentive, based on the extent to which financial 
goals are achieved or exceeded. 
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The financial incentive provided by the short term performance-based incentive compensation plan is a key 
component in driving the exceptional performance of the Company and our NEOs to produce record-breaking 
success year after year. In 2015, target percentages for each of the NEOs were increased to incent future 
performance and place further emphasis on the performance-based component of their compensation package: 


Fiscal 2015 Target Fiscal 2014 Target 


Mr Wexner «2226446 tetocecactd Maghedes aan ta eeh hed 220% 200% 
MS. TUMCY 2 cco yesh ¥da se ¥au ss tariad $oe48 Phe eal eeelee 200% 190% 
Mr McGuigan. sce etehic5 deggie s Pe ad Si dade tee ates 150% 140% 
Mi COC i 2 peat ob pad ah eee each, ayeee he de ee coy ease 160% 150% 
Mr. Buredoctter .i.icc5% oc86e6is becie abe ii $ aeeeotdiedas 150% 135% 


The pre-established objective fiscal 2015 financial goals were based solely on operating income, subject to 
adjustment for extraordinary items pursuant to the 2015 Incentive Compensation Performance Plan (the “2015 
ICPP”’) and approved by the Compensation Committee. Operating income is used because it is a performance 
measure over which executives can have significant impact and is also directly linked to the Company’s long- 
range growth plan and to performance that drives stockholder value. When evaluating operating income goals, 
the Compensation Committee compares the increase in operating income relative to the change in the incentive 
payments to associates at target. 


Operating income goals are set at the beginning of each six-month season based on: 
e An analysis of historical performance; 
¢ Income goals for that brand; 


e Financial results of other comparable businesses; and 


e Progress toward achieving our strategic plan. 


NEO Short Term Performance Incentive Goal Weighting and Metric 

Mr. Wexner 80% weighted average of major brand performance: 
55% Victoria’s Secret operating income 

Mr. Burgdoerfer 30% Bath & Body Works operating income 
15% Other operating income 

Mr. McGuigan 20% total L Brands operating income 

Ms. Turney 100% Victoria’s Secret operating income 

Mr. Coe 100% Bath & Body Works operating income 


In fiscal 2015, the Compensation Committee set goals that challenged our NEOs to achieve outstanding 
performance in an uncertain economic environment and provided incentive to grow sales while maximizing 
margins and managing expenses. The goals generally require substantial growth in operating income over the 
record-setting results we achieved in fiscal 2014 and consider the difficulty in beating these best-ever results. 


Spring season operating income goals for Victoria’s Secret when compared to actual results for fiscal 2014 
are generally flat due to the projected decrease in operating income at Victoria’s Secret Direct resulting from the 
reduction in focus on the apparel merchandise category. 
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The table below shows the operating income goals required to earn short term performance-based incentive 
compensation at target and actual performance by season: 


Fiscal 2015 Spring Season Fiscal 2015 Fall Season 
Operating Income —Actual_—_ Operating Income Actual 
Goal Performance! Goal Performance! 
Total L Brands............ $745 million $775 million $1,325 million $1,417 million 
Victoria’s Secret .......... 575 million 588 million 745 million 805 million 
Bath & Body Works ....... 205 million 233 million 559 million 603 million 
Other? ...............05. 85 million 108 million 182 million 203 million 


Actual performance presents operating income on an adjusted basis which removes certain special items (subject to approval by the 
Compensation Committee) which are not indicative of Company ongoing operations due to their non-recurring and extraordinary nature. 
The Company uses adjusted financial information as key performance measures of results for purposes of evaluating performance 
internally, which may not correspond to amounts reported externally. 
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Other includes business unit operating income that is an internal performance measure and does not correspond to amounts reported 
externally. 


Performance goals required to earn threshold payout range from approximately 85% to 90% of target and 
performance goals required to earn maximum payout range from approximately 110% to 120% of target. 
Performance below threshold results in no payout and performance between threshold and target and target and 
maximum is interpolated to determine payout percentage beginning at 20% at threshold up to 200% at maximum. 


Payouts for fiscal 2015 performance are set forth below and in the “Non-Equity Incentive Plan 
Compensation” column of the 2015 Summary Compensation Table. 


Total Fiscal 2015 Incentive Payout 


Fiscal 2015 Fiscal 2015 
Fiscal 2015 Target Spring Incentive Fall Incentive Total Fiscal 2015 % of Fiscal 


Incentive Payout Payout Payout 2015 Target 
Mr. Wexner ........... $4,400,000 $2,509,760 $4,239,840 $6,749,600 153% 
Ms. Tumey s:s:-08 Sos44 2% 3,000,000 1,417,200 3,297,600 4,714,800 157% 
Mr. McGuigan ......... 1,875,000 1,069,500 1,806,750 2,876,250 153% 
Mr. COG. consis beasties 1,600,000 1,280,000 1,920,000 3,200,000 200% 
Mr. Burgdoerfer ........ 1,279,200 729,656 1,232,637 1,962,293 153% 


Long Term Performance-Based Equity Incentive Compensation 


Stock awards are made to our NEOs under the 2015 Stock Options and Performance Incentive Plan (the 
“2015 Plan’). Our equity-based long term performance-based incentive program rewards past performance and 
encourages future performance with a challenging performance requirement for our NEOs. In addition, the 
vesting requirements increase the likelihood that we will be able to retain executives who are critical to our 
success. 


Individual performance (including contribution to the achievement of business goals, execution of retail 
fundamentals and accomplishment of talent and cultural objectives), competitive practice, the Company’s overall 
budget for equity compensation expense and stockholder dilution, internal equity and retention risk are all 
considered in determining the size of each NEO’s fiscal 2015 equity award. 


Stock Options 


Stock options are intended to align executive interests with stockholder interests by creating a direct link 
between compensation and stockholder return, and to foster retention. Stock options granted to each NEO vest 
over five years, subject to continued employment. The exercise price is equal to the grant date closing price of 
Common Stock. 
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Performance-Based RSUs 
Performance-based RSUs are intended to: 
e Incent achievement of key performance metrics (through the performance requirement); 
e Align executive rewards with those realized by stockholders (through the market value of our stock); 
e Retain superior executive talent (through the time vesting requirements); and 
e Reward exceptional individual performance (through annual determination of the size of the award). 
Performance-based RSUs awarded to NEOs other than Mr. Wexner in April 2015 recognize record financial 


performance in fiscal 2014 and provide significant retentive value for NEOs. Below is a summary of the 
performance-based RSU awards and stock options awarded in fiscal 2015: 


Value of Total Fiscal 

Performance- Value of Stock 2015 Equity 
ieee ee Se vee 
Mr: Wexner: csc 228e3 cde ceaeceste tage de. $13,005,048 $3,998,333 $17,003,381 
MSs AMIMNGY~ ica lisctase gusimatedo shed acamapataroieraura san atats 5,618,477 534,079 6,152,556 
Mr. McGuigan ......... 20.0 ce eee eee eee 4,060,166 254,325 4,314,491 
17 1 GR 0 eo eae 3,178,121 203,455 3,381,576 
Mr. Burgdoerfér 24.30. ci¢ seis eee eke wens 2,710,253 173,503 2,883,756 


Note: While the performance requirement is the same, the amount and timing of Mr. Wexner’s equity award are 
determined on a different basis than that of our other NEOs, as described in detail below. 


In order for performance-based RSUs to be earned, the Company’s cumulative adjusted operating income, 
as a percentage of cumulative sales, must be in the top one-third of the S&P Retailing Index (also determined on 
a cumulative and adjusted basis) beginning with the fiscal year of the award through the fiscal year immediately 
preceding each vest date. While operating income is the sole performance metric used for our short term 
performance-based cash incentive compensation program, the use of operating income as a percentage of sales 
for our long term performance-based incentive program requires both operating income and sales performance 
and measures the efficiency of our sales. In addition, the relative metric requires that our performance 
significantly exceeds that of companies within our industry for the pre-determined performance goal to be 
achieved. Furthermore, the cumulative performance metric requires sustained performance over the five-year 
vesting period reflecting long term performance of the Company. 


Performance-based RSUs vest over five years, with 20% vesting on each of the second and third 
anniversaries of the grant date, and 30% on each of the fourth and fifth anniversaries, in each case subject to the 
performance measures being satisfied and continued employment. To the extent any tranche of the award that is 
eligible for performance-based vesting does not vest in any fiscal year, such tranche may vest in future years, 
subject to satisfaction of the cumulative performance measure. The cumulative performance metric requires any 
performance shortfall in any period to be made up on a cumulative basis in any subsequent periods for any 
vesting tranche to be earned. If the cumulative performance metric is not met at the end of the five-year 
performance period, all unvested performance-based RSUs will be forfeited. 


Equity awards are effective the later of the date the grant is approved or the date of hire or other relevant 
effective date. 


Retirement and Other Post-Employment Benefits 


Retirement and other post-employment benefits consist of qualified and non-qualified defined contribution 
retirement plan benefits and termination benefits. 
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Qualified Defined Contribution Retirement Plan 


The qualified plan is available to all associates who meet certain age and service requirements. Associates 
can contribute up to the amounts allowable under the Internal Revenue Code of 1986 (the “Code”). The 
Company matches associates’ contributions according to a predetermined formula and contributes additional 
amounts based on a percentage of the associates’ eligible annual compensation and years of service. Associates’ 
contributions and Company matching contributions to the qualified plan vest immediately. Additional Company 
contributions and the related investment earnings are subject to vesting based on years of service. 


Non-Qualified Defined Contribution Supplemental Retirement Plan 


The non-qualified plan is available to all associates who meet certain age, service, job level and 
compensation requirements. The non-qualified plan is an unfunded plan which provides benefits beyond the 
Code limits for qualified defined contribution plans. The Company does not set aside assets to fund liabilities of 
the non-qualified plan. Assets that may be used to satisfy such liabilities are general assets of the Company, 
subject to the claims of the Company’s creditors. 


Associates can contribute to the non-qualified plan up to a maximum percentage of eligible compensation. 
The Company matches associates’ contributions and contributes additional amounts based on a percentage of the 
associates’ eligible compensation and years of service. 


The plan also permits participating associates to defer additional compensation up to a maximum amount 
which the Company does not match. 


Associates’ contributions to the non-qualified plan and the related interest accruals vest immediately. 
Company contributions and credits to the non-qualified plan and the related interest are subject to vesting based 
on years of service. 


Termination Benefits: Severance and Change in Control Agreements 


We have entered into severance and change in control agreements with our NEOs other than Mr. Wexner. 
See “Retirement and Other Post-Employment Benefits—Estimated Post-Employment Payments and Benefits” 
for a description of estimated benefits in certain termination situations, including a change in control. On 
February 12, 2016 the Company announced the resignation of Sharen Jester Turney as President and CEO of 
Victoria’s Secret. Ms. Turney transitioned out of her employment at the end of March 2016 and will be entitled 
to certain payments and benefits under the terms of her employment agreement as described under “Retirement 
and Other Post-Employment Benefits—Estimated Post-Employment Payments and Benefits.” 


Upon a change in control, awards will only vest if the executive’s employment is terminated by the 
executive for good reason or by the Company other than for cause within 24 months of the change in control. 


None of our NEOs is entitled to a tax gross-up upon a change in control. It is the Company’s policy not to 
enter into any new arrangements providing for change in control excise tax gross-up payments. 


Perquisites 


We provide our NEOs with minimal perquisites that the Compensation Committee has determined are 
reasonable and in the best interests of the Company and its stockholders. These perquisites include the 
reimbursement of financial planning costs of up to $9,500 and for Ms. Turney, payment of life insurance policy 
premiums. 
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CEO Compensation 
Overview of CEO Pay 


Mr. Wexner is a recognized unique talent: an innovator and leader in the retail industry. His long record of 
success in leading the Company is unmatched in scope and duration by any other retailer. In November 2015, 
Mr. Wexner was recognized by the Harvard Business Review as the best-performing CEO in the world based on 
total shareholder return during his tenure as our founder and CEO. The Compensation Committee has determined 
that his extraordinary contributions as the Company’s CEO deserve to be fully reflected in his compensation. 


The Company’s performance, including significant increases in sales, operating income and adjusted 
earnings per share in fiscal 2015 over fiscal 2014, is reflected in Mr. Wexner’s short-term and long-term 
performance-based incentive compensation for fiscal 2015. The increase year over year from fiscal 2014 to 2015 
is linked to an increase to Mr. Wexner’s base salary, an increase to his target short term performance-based 
incentive compensation, as well as performance that exceeded our stretch goals. The increases to Mr. Wexner’s 
base salary and target short term performance-based incentive compensation were made by the Compensation 
Committee in accordance with the Compensation Committee’s belief that Mr. Wexner should be rewarded for his 
continued ability to drive performance, growth and shareholder returns. 


CEO Stock Award Determination Overview 


Beginning with fiscal 2010, the Compensation Committee implemented an annual process in which 
Mr. Wexner’s stock grant would be a “split grant” delivered in two parts—one in the Spring at the same time 
other senior executives receive stock grants, and one near the end of the Fall season when Mr. Wexner’s and the 
Company’s performance can be substantially determined for the fiscal year. 


Spring 2015 Award 


The value of the Spring stock award is set below the competitive market to provide a baseline award while 
imposing a performance requirement for the award to be earned. The Compensation Committee granted 
Mr. Wexner a stock award in Spring 2015 with a reported value of $2.9 million. 


Fall 2015 Award 


As the fiscal year draws to a close, the Compensation Committee assesses both Mr. Wexner’s and the 
Company’s performance, and if deemed appropriate, grants Mr. Wexner a performance-based stock award in 
January. This Fall stock award is intended to recognize financial, strategic and operational performance for the 
fiscal year and incent future performance. 


For fiscal 2015, the Compensation Committee set the Fall stock award value range from zero at minimum, 
to $7.3 million at target and $17.8 million at maximum. 


The range was set in recognition of Mr. Wexner’s standing as a top-performing CEO and in consideration of 
a benchmark of stock award values for CEOs in our peer group. The Compensation Committee also considered 
the importance of Mr. Wexner’s experience and leadership to the Company’s outstanding performance, including 
the delivery of high total shareholder return, which has increased at a much more rapid rate than his 
compensation. 


e The top of the range has been strategically positioned so that if all qualitative, objective and financial 
performance targets for the year are exceeded, and if the Company is among the highest performing of 
our peer companies, Mr. Wexner’s stock award value would be among the top of our peer group. 


e Conversely, if performance is below targeted levels, Mr. Wexner’s stock award value would be 
correspondingly lower or there would be no Fall stock award. 
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In addition to performance against pre-established financial targets, the Compensation Committee considers 
factors such as leadership talent development, the identification and development of new business opportunities, 
and success in fostering a high performance culture, in determining the size of Mr. Wexner’s Fall stock award. 
Once the size of the grant is determined, the Compensation Committee imposes a performance metric that the 
Company must achieve over the vesting period in order for Mr. Wexner to vest in the award. 


In January 2016, the Compensation Committee granted Mr. Wexner a fiscal 2015 stock award with a 
reported value of $14.1 million based on the performance of the Company and his role and leadership in its 
accomplishments for the current fiscal year, including: 


e Increasing sales 6%, operating income 12%, adjusted net income! 14% and adjusted earnings per 
share! 14%; 


¢ Growth of the business in North America through compelling merchandise assortments, marketing and 
store and online experiences for our customers; 


e Management of fundamentals including controlling inventory, expenses and capital with discipline, 
faster execution and expense leverage; 


e Expansion of operations outside the United States and Canada including 149 new company-owned and 
franchised stores; 


e Accomplishment of talent and cultural objectives; 


e Optimization of capital structure, allowing the Company to pay cash out to shareholders, while 
maintaining a strong credit profile among lenders, landlords and suppliers; and 


e Return of value to stockholders that is the best among our peer companies, including annualized total 
shareholder returns of 19%, 30% and 35% over one, three and five years, respectively. 


Both the Spring and Fall awards are delivered 75% in the form of performance-based RSUs and 25% in the 
form of stock options. Mr. Wexner’s RSU awards are subject to the same performance and vesting requirement 
as those of our other NEOs. The performance-based RSUs and stock options vest over five years, with 20% 
vesting on each of the second and third anniversaries of the grant date, and 30% on each of the fourth and fifth 
anniversaries. Performance-based RSUs must be earned based on achievement of adjusted operating income, as a 
percentage of cumulative sales, in the top one-third of the S&P Retailing Index (also determined on a cumulative 
and adjusted basis). 


' The reconciliation of such measure to the comparable figure determined in accordance with GAAP is included on page 23 of the 
Company’s 2015 Annual Report on Form 10-K. 


CEO Termination Benefits 


Due to his unique role as the founder of the Company, Mr. Wexner is not covered by a severance or change 
in control agreement. However, consistent with the treatment for all stock plan participants under the terms of 
our 2015 Plan and prior plan, all of Mr. Wexner’s unvested stock options and RSUs will vest upon death. Subject 
to the achievement of pre-established performance conditions, RSUs will continue to vest upon Mr. Wexner’s 
total disability. Upon retirement, RSUs will vest pro-rata based on the fraction of whole months worked from the 
grant date over the full vesting period (i.e., one-fifth will vest if twelve full months are completed from the grant 
date for a grant that would otherwise vest over five years), subject to achievement of pre-established performance 
conditions. In the event of a change in control, unvested RSU awards will vest if Mr. Wexner’s employment is 
terminated other than for cause within 24 months of the change in control. 


CEO Perquisites 


The Board of Directors has approved a security program (the “Security Program’) that provides security 
services to Mr. Wexner and his family. The Security Program is required for the benefit of the Company and is 
appropriate given the risks associated with Mr. Wexner’s position. We periodically hire a third party to review 
our Security Program to verify that a bona fide business oriented security concern exists and that the Security 


33 


Program costs are reasonable and consistent with these concerns. The Security Program requires Mr. Wexner to 
use corporate provided aircraft, or private aircraft that is in compliance with the Security Program, whether the 
purpose of the travel is business or personal. 


The cost of security services which are not business related have been reimbursed to the Company by 
Mr. Wexner. In addition, to the extent that corporate provided aircraft is used by Mr. Wexner or any NEO for 
personal purposes, he or she has reimbursed the Company based on the greater of the amount established by the 
Internal Revenue Service (“IRS”) as reasonable for personal use or the aggregate incremental cost associated 
with the personal use of the corporate owned aircraft as determined by an independent, third party aircraft costing 
service. 


Compensation Governance 


Compensation Committee 


Our executive compensation program is overseen by the Compensation Committee. Compensation 
Committee members are appointed by our Board and meet independence and other NYSE requirements. 
Compensation Committee members are selected based on their knowledge and experience in compensation 
matters from both their professional experience and their roles on other boards. 


As part of its self-evaluation process, the Compensation Committee considers prevailing best practices and 
compliance with the highest governance standards. During fiscal 2015, the Compensation Committee also 
continued to engage with the full Board to maximize its effectiveness. The role of the Compensation Committee 
and information about its meetings are set forth in this proxy statement. 


The Compensation Committee participated in the preparation of this CD&A and recommended to the Board 
that it be included in this proxy statement. 


The Compensation Committee, together with the Company, also evaluates the Company’s compensation 
structure from the perspective of enterprise risk. The Compensation Committee believes that the Company’s 


compensation structures are appropriate and do not incentivize inappropriate taking of business risks. 


The Compensation Committee’s charter is available on our website at www./b.com. 


Committee Meetings and Delegation 


Company management, including the Chief Operating Officer and the Chief Financial Officer, attends 
Compensation Committee meetings along with the Senior Vice President of Total Rewards, who generally 
prepares meeting materials, and the Corporate Secretary, who records the minutes of the meeting. Management, 
including the CEO, does not play a role in recommending CEO compensation. The Compensation Committee 
regularly meets in executive session without management present. 


The Compensation Committee may delegate its authority to subcommittees or the Chair of the 
Compensation Committee. In accordance with its charter, the Compensation Committee has delegated to our 
Chief Operating Officer, or his designee, the authority to make stock awards in accordance with the Company’s 
stock incentive plan with a value up to $400,000 in any year to any associate who is not a Section 16 officer of 
the Company or a senior leadership team member. 


Independent Compensation Consultant 


As permitted by its charter, the Compensation Committee retained Willis Towers Watson as its independent 
executive compensation consultant and has the sole authority to retain and terminate any independent executive 
compensation consultant. 
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The Compensation Committee, considering recommendations from our management team, determines the 
work to be performed by the consultant. The consultant works with management to gather data required in 
preparing analyses for Compensation Committee review. Specifically, the services the consultant provides 
include: 


e Assisting in evaluation of CEO and other NEO compensation; 

e Informing the Compensation Committee of changing market practices; 

¢ Consulting on our executive compensation strategy and program design; 
e Analyzing alignment of pay and performance; 

e Assisting in the selection of our peer group; and 

e Assisting in the preparation and review of this disclosure. 


Willis Towers Watson did not provide additional services to the Company exceeding $120,000 during the 
fiscal year. 


The Compensation Committee evaluates the performance and independence of Willis Towers Watson, 
specifically considering independence factors identified by the Commission. This evaluation includes a review of 
written representations from Willis Towers Watson confirming their independence. Based on its evaluation, the 
Compensation Committee believes that there are no conflicts of interest that could impair Willis Towers 
Watson’s ability to provide independent, objective advice to the Compensation Committee regarding executive 
compensation matters. 


Tax Deductibility 


The Compensation Committee seeks to structure tax-efficient executive compensation. The 2015 ICPP and 
the 2015 Plan are intended to qualify short term cash incentive payments and long term equity incentive 
compensation for tax deductibility under Section 162(m) of the Code. To maintain flexibility in structuring 
executive compensation, the Compensation Committee has not adopted a policy requiring all compensation to be 
tax deductible. 


Recovery of Compensation 


Under the 2015 ICPP and the 2015 Plan, the Compensation Committee has the power and authority to 
recover previously awarded bonuses or equity-based compensation or profits if (i) required by applicable law 
with respect to a participant, (ii) a participant engaged in fraudulent conduct or activities (or had knowledge of 
such conduct or activities) relating to the Company or (ili) a participant should have had knowledge of such 
conduct or activities based on his or her position, duties or responsibilities. 


Tally Sheets 


To assess the reasonableness of the compensation of our NEOs, the Compensation Committee annually 
reviews a three-year history of all of the components of the NEOs’ compensation, including salary, short term 
incentive compensation, realized and unrealized gains on stock options and RSUs, the cost to the Company of all 
perquisites, benefits earned and accrued under the Company’s non-qualified deferred compensation plan and 
supplemental executive retirement plan, and potential payouts under several potential severance and change-in- 
control scenarios. Based on this review, the Compensation Committee concluded that compensation components 
individually and in aggregate are reasonable, encourage retention, incent performance and are in the best interests 
of the Company and its stockholders. 
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Conclusion 


In summary, fiscal 2015 was another year of record-setting performance and returns to stockholders 
that outpaced our peers and the general market. Our ability to deliver strong financial performance and 
provide extraordinary returns to stockholders is a direct result of focused and disciplined execution by our 
NEOs. Their success is reflected in their compensation for fiscal 2015 demonstrating our commitment to 
delivering pay for performance. 


The effectiveness of our compensation program at providing pay for performance over time is further 
validated by our financial performance over the last five years relative to the increase in CEO pay. Since 
2010, the average annual increase in adjusted sales, operating income, earnings per share and total 
shareholder return exceeds the average increase in CEO compensation over the same time period. Our 
compensation program is aligned with our performance over time, providing incentives that are in the best 
interest of our stockholders. 


Based on the above, we recommend stockholders vote FOR the executive compensation program. 
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2015 Summary Compensation Table 


The following table sets forth information concerning total compensation earned by or paid to our CEO, 


Chief Financial Officer and our three other most highly compensated NEOs during the fiscal year ended 
January 30, 2016. 


Pension 
Value 
and 
Non- 
qualified 
Non-Equity Deferred 
Incentive Compen- All Other 


Stock Option Plan sation Compen- _ Total ($) 
Name and Salary Bonus Awards Awards Compen- Earnings sation (1)(2)(3) 
Principal Position Year ($) ($)) — ($)(2)(3)_~——($)(2)(3)__ sation ($)(4) —_($)(5) ($)(6) (4)(5)(6) 
Leslie H. Wexner .............. 2015 $1,985,385 $0 $13,005,048 $3,998,333 $6,749,600 $498,794 $930,940 $27,168,100 


Chairman of the Board, CEO 2014 = 1,924,000 O 11,174,435 3,410,577 6,342,273 448,922 793,829 24,094,036 
2013 1,924,000 0 7,509,032 2,256,513 2,839,670 410,405 936,302 15,875,922 

sharen’J,-Tumey: 3a: .sceswacesy are 2015 1,488,846 0 5,618,477 534,079 4,714,800 305,512 670,568 13,332,282 
CEO/President, Victoria’s 2014 1,442,000 0 3,397,860 675,438 4,636,838 267,668 493,062 10,912,866 
Secret 2013 1,433,923 0 3,342,816 775,527 1,427,580 235,835 578,653 7,794,334 
Charles C. McGuigan ........... 2015 1,197,788 0 4,060,166 254,325 2,876,250 79,210 391,404 = 8,859,143 
Chief Operating Officer, 2014 = 978,500 0 2,259,482 261,901 2,257,869 66,695 315,018 6,139,465 
CEO/President, Mast Global 2013 973,019 0 3,055,714 300,715 988,128 57,036 385,589 5,760,201 
Nicholas:CO6"¢suscc5 side oder 2015 985,577 0 3,178,121 203,455 3,200,000 19,137 346,684 = 7,932,974 
CEO/President, Bath & Body 2014 925,000 0 = 2,075,856 247,587 2,373,735 10,815 274,511 5,907,504 
Works 2013 905,769 0 5,309,728 284,272 1,230,639 4,111 227,160 7,961,679 
Stuart B. Burgdoerfer ........... 2015 847,262 0 2,710,253 173,503 1,962,293 49,375 309,802 6,052,487 
Executive Vice President, 2014 824,000 0 1,849,186 = 220,550 1,833,458 40,300 262,535 5,030,029 
Chief Financial Officer 2013 819,385 0 1,091,541 253,235 800,104 33,226 295,408 3,292,899 

(1) Performance-based incentive compensation bonuses are disclosed in this table under the Non-Equity 
Incentive Plan Compensation column. None of our NEOs received a nonperformance-based award in fiscal 
2015. 

(2) The value of stock and option awards reflects the aggregate grant date fair value, excluding estimated 
forfeitures, computed in accordance with Accounting Standards Codification (“ASC”) Topic 718 
Compensation—Stock Compensation, for each award. Stock options are valued using the Black-Scholes 
option pricing model. See Note 18 to the Company’s financial statements filed in the Company’s 2015 
Annual Report on Form 10-K for the related assumptions for stock options granted during fiscal 2015, 2014 
and 2013 and for a discussion of our assumptions in determining the aggregate grant date fair value of these 
awards. Awards vest over time and, therefore, are not realizable on an annual basis, nor is the ultimate value 
determinable without reference to future performance. 

(3) Stock and option awards were granted to each NEO under the Company’s 2011 Stock Option and 


Performance Incentive Plan (the “2011 Plan’’) and the 2015 Plan. Awards are long term compensation and 
generally vest over five years and are not realizable on an annual basis. 
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(4) Represents the aggregate of the non-equity performance-based incentive compensation for the applicable 
fiscal Spring and Fall selling seasons. Incentive compensation targets are set based on a percentage of base 
salary and are paid seasonally based on the achievement of operating income results. The following table 
illustrates the amount of the compensation which is paid in cash and voluntarily deferred: 


Paid in Deferred 
Cash Cash Total 
-_ Oo... _ 8. 
Mi: WEXNER 62-0560 odin dca sd bods bate eee nae aes $6,547,112 $202,488 $6,749,600 
1%) E700 DIU 0 0 = ee 4,571,510 143,290 4,714,800 
Mr McGuigan: 224-0450 44 Yak Gate e bai ee baa 2,790,701 85,549 2,876,250 
IMIR COG 5 oss seien td fate tadnd tide dusted adtacd love elacdcachhsvaumsinate auaebhas 3,101,412 98,588 3,200,000 
Mr. Buredoerter 2.2.64-.0ic634s5cusdooeatetuaweb inden 1,898,854 63,439 1,962,293 


(5) The Company does not sponsor a defined benefit retirement plan (tax-qualified or non-qualified). For fiscal 
2015, the amounts shown represent the amount by which earnings on each NEO’s non-qualified plan 
balance exceed 120% of the applicable federal long term rate. 


(6) The following table details all other compensation paid to each NEO during our last fiscal year: 


Cash 
Life payout of 
insurance fractional Company 
Financial premiums shares due contributions to 
planning and to special the executive’s 
services related tax dividend qualified and 
provided paid on stock non-qualified 
to executive’s award retirement plan 
executive behalf adjustment account Total 
($) ($) ($) 
Mr. Wexner ................ $ 600 $ 0 $805 $930,135 $930,940 
MS) TUM ys gisele eagepaceaced 9,500 14,919 607 645,542 670,568 
Mr. McGuigan .............. 3,410 0 718 387,276 391,404 
Mii COG! 455502 tot ae aa eataeaan det 0 0 380 346,304 346,684 
Mr. Burgdoerfer ............. 9,500 0 391 299,911 309,802 
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Grants of Plan-Based Awards for Fiscal 2015 


The following table provides information relating to plan-based awards and opportunities granted to the 
NEOs during the fiscal year ended January 30, 2016. 


All 
Other All 
Stock Other 
Awards: Option Grant 


Estimated Future Payouts Under Estimated Future Payouts Number Awards: Exercise Date Fair 


: : : : f Number of or Base Value of 
Non-Equity Incentive Plan Under Equity Incentive Plan o eee 3 
Awards(1) Awards(2) Shares of Securities Price of Stock and 


——— Stock) §= Underlying Option Option 
Grant Threshold Target Maximum Threshold Target Maximum or Units Options Awards Awards 


Name vate). OO) OD SE 
Leslie H. Wexner..... 4/2/2015 25,693 $93.41 $ 691,912 
4/2/2015 25,693 2,179,280 
1/27/2016 127,700 93.97 3,306,421 
1/27/2016 127,700 10,825,768 
$880,000 $4,400,000 $8,800,000 
Sharen J. Turney ..... 4/2/2015 42,153 93.41 534,079 
4/2/2015 24,087 2,043,059 
4/2/2015 42,153 3,575,417 
600,000 3,000,000 6,000,000 
Charles C. 
McGuigan ........ 3/9/2015 1,032 87,452 
4/2/2015 20,073 93.41 254,325 
4/2/2015 26,764 2,270,122 
4/2/2015 20,073 1,702,592 
375,000 1,875,000 3,750,000 
Nicholas Coe ........ 4/2/2015 16,058 93.41 203,455 
4/2/2015 21,411 1,816,081 
4/2/2015 16,058 1,362,040 
320,000 1,600,000 3,200,000 
Stuart B. 
Burgdoerfer ....... 4/2/2015 13,694 93.41 173,503 
4/2/2015 18,259 1,548,728 
4/2/2015 13,694 1,161,525 


255,840 1,279,200 2,558,400 


(1) Non-Equity Incentive Plan Awards represent the Threshold, Target and Maximum opportunities under the 
2015 ICPP for the 2015 Spring and Fall seasons. The actual amount earned under this plan is disclosed in 
the 2015 Summary Compensation Table in the “Non-Equity Incentive Plan Compensation” column. 


(2) Equity Incentive Plan Awards represent the Target payment of performance-based RSUs for fiscal 2015. No 
amount is disclosed for Threshold and Maximum since the number of performance-based RSUs earned does 
not fluctuate based on performance. Units are earned at target, or not at all. 


Stock Awards granted on April 2, 2015 are subject to the Company’s achievement of operating income as a 
percentage of sales ranking in the top one third of the S&P Retailing Index in each of fiscal 2015, 2016, 
2017, 2018 and 2019, determined on a cumulative basis. Stock Awards granted to Mr. Wexner on 
January 27, 2016 are subject to the Company’s achievement of operating income as a percentage of sales 
ranking in the top one third of the S&P Retailing Index in each of fiscal 2016, 2017, 2018, 2019 and 2020, 
determined on a cumulative basis. If the performance condition is met, the RSUs will vest 20% on the 
second and third anniversaries of the grant date and 30% on the fourth and fifth anniversaries of the grant 
date, subject to continued employment. 


(3) Stock Awards were granted pursuant to the Company’s amended and restated 2011 Plan and 2015 Plan. 


The Stock Award granted on March 9, 2015 to Mr. McGuigan was made in connection with his election to 
receive a portion of his cash-based incentive compensation bonus in shares of Common Stock. This award 
was made based on the Fall 2014 bonus paid on March 9, 2015. This award vests 100% three years from the 
grant date, dependent on Mr. McGuigan retaining the stock paid in lieu of cash. This program was 
eliminated in 2015. 
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(4) 


(5) 


In each case, the vesting of these awards is subject to continued employment. 
Dividends are not paid or accrued on stock awards or stock units until such shares vest. 


Option Awards were granted pursuant to the Company’s amended and restated 2011 Plan and 2015 Plan. 
Option grant dates were established on the date the grants were approved by the Compensation Committee 
and the exercise price is the closing price of Common Stock on the grant date. 


Option Awards vest 20% on the second and third anniversaries of the grant date and 30% on the fourth and 
fifth anniversaries of the grant date. 


In each case, the vesting of these awards is subject to continued employment. 


The value of stock and option awards reflects the grant date fair value under ASC Topic 718 
Compensation—Stock Compensation for each award. Options are valued using the Black-Scholes option 
pricing model with the following weighted average assumptions as set forth in the Company’s financial 
statements filed in the Company’s 2015 Annual Report on Form 10-K: dividend yield of 2.7%, volatility of 
26%, risk free interest rate of 1.1% and expected life of 4.5 years. RSUs are valued based on the fair market 
value of a share of Common Stock on the date of grant, adjusted for anticipated dividend yields. 
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Outstanding Equity Awards at Fiscal Year-End for Fiscal 2015 


The following table provides information relating to outstanding equity awards granted to the NEOs as of 
fiscal year end, January 30, 2016. 


Option Awards Restricted Stock Awards 
Equity 
Equity Incentive 
Incentive Plan 
Plan Awards: 


Awards: Market 
Number or Payout 


Equity of Value of 
Incentive Number Unearned _Unearned 
Plan of Shares Market Shares, Shares, 
Number of Numberof Awards: or Units Value of — Units or Units or 
Securities | Securities | Number of of Stock Sharesor Other Other 
Underlying Underlying Securities That Units of Rights Rights 
Unexercised Unexercised Underlying Option Have Stock That That That 
Options Options _Unexercised Exercise Option Not Have Not Have Not Have Not 
Grant Exercisable Unexercisable Unearned Price Expiration Grant Vested Vested Vested Vested 
Name Date (#) (#) Options (#) —($) Date Date #) ($)(24) (#) ($)(26) 
Leslie H. 
Wexner...... 3/31/2006 113,998 0 0 17.70 3/31/2016 
3/30/2007 147,163 0 0 18.86 3/30/2017 
3/31/2008 233,214 0 0 12.37 3/31/2018 
3/31/2009 375,334 0 0 6.30 3/31/2019 
3/31/2010 = 124,575 0 0 18.53 3/31/2020 
1/27/2011 297,896 0 0 24.22 = 1/27/2021 
3/31/2011 85,264 0 0 27.08 3/31/2021 
1/26/2012 138,031 59,158(1) 0 36.59 — 1/26/2022 
3/30/2012 =. 21,693 32,545(2) 0 42.57 3/30/2022 
1/31/2013. 31,535 126,146(3) 0 46.14 = 1/31/2023 
3/29/2013 10,760 43,046(4) 0 42.91 3/29/2023 
1/30/2014 =. 24,241 96,969(5) 0 50.60 1/30/2024 
3/31/2014 0 41,563(6) 0 55.55 3/31/2024 
1/28/2015 0 121,549(7) 0 83.10 1/28/2025 
4/2/2015 0 25,693(8) 0 93.41 4/2/2025 
1/27/2016 0 127,700(9) 0 93.97 1/27/2026 
1/26/2012 0 0 — 118,315(10) 11,375,987 
3/30/2012 0 0 = 32,545(11) 3,129,202 
1/31/2013 0 0 = 126,146(12) 12,128,938 
3/29/2013 0 0  43,046(13) 4,138,873 
1/30/2014 0 0 = 121,210(14) 11,654,342 
3/31/2014 0 0 = 41,563(15) 3,996,282 
1/28/2015 0 0 = 121,549(16) 11,686,936 
4/2/2015 0 0 = 25,693(17) 2,470,382 
1/27/2016 0 0 = 127,700(18) 12,278,355 
Sharen J 
Turney ...... 3/31/2009 3 0 0 6.30 3/31/2019 
3/31/2010 5,392, 0 0 18.53 3/31/2020 
3/31/2011 7,380 37,811(19) 0 27.08 3/31/2021 
3/30/2012 0 51,800(2) 0 42.57 3/30/2022 
3/29/2013 0 70,573(4) 0 42.91 3/29/2023 
3/31/2014 0 68,143(6) 0 55.55 3/31/2024 
4/2/2015 0 42,153(8) 0 93.41 4/2/2025 


3/31/2011 37,810(20) 3,635,432 0 0 


3/30/2012 0 0  51,802(11) 4,980,762 
3/30/2012 0 0 = 253,724(11) 24,395,563 
3/29/2013 0 0 = 70,573(13) 6,785,594 
3/31/2014 0 0 = 68,143(15) 6,551,949 
4/2/2015 0 0 = 42,153(17) 4,053,011 
4/2/2015 0 0 = 24,087(17) 2,315,965 
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Name 
Charles C. 


McGuigan.... 


Nicholas Coe 


Stuart B. 


Burgdoerfer .. 


Grant 


Date 


3/31/2011 
3/30/2012 
3/29/2013 
3/31/2014 

4/2/2015 


.. . 3/30/2012 
3/29/2013 
3/31/2014 

4/2/2015 


3/31/2011 
3/30/2012 
3/29/2013 
3/31/2014 

4/2/2015 


Option Awards 


Equity 

Incentive 

Plan 
Number of Numberof Awards: 
Securities Securities | Number of 
Underlying Underlying Securities 


Unexercised Unexercised Underlying Option 
Options Options Unexercised Exercise 
Exercisable Unexercisable Unearned Price 


_ (#) Options (#) —($) 
0 22,440(19) 0 27.08 
0 20,087(2) 0 42.57 
0 27,365(4) 0 42.91 
0 26,422(6) 0 35.35 
0 20,073(8) 0 93.41 
5,809 8,724(2) 0 42.57 
6,466 25,868(4) 0 42.91 
0 24,977(6) 0 55.55 
0 16,058(8) 0 93.41 
0 12,468(19) 0 27.08 
0 16,914(2) 0 42.57 
0 23,045(4) 0 42.91 
0 22,250(6) 0 35.35 
0 13,694(8) 0 93.41 
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Option 


Expiration Grant 
Date 


3/31/2021 
3/30/2022 
3/29/2023 
3/31/2024 

4/2/2025 


3/30/2022 
3/29/2023 
3/31/2024 

4/2/2025 


3/31/2021 
3/30/2022 
3/29/2023 
3/31/2024 

4/2/2025 


Restricted Stock Awards 


Number 
of Shares Market 
or Units Value of 
of Stock Shares or 
That Units of 
Have Stock That 
Not Have Not 
Vested Vested 
Date #) ($)(24) 


3/31/2011 22,437(20) 2,157,318 


3/30/2012 0 0 
3/30/2012 0 0 
3/29/2013 0 0 
3/29/2013 0 0 
8/30/2013 609(21) 58,555 
3/10/2014 463(22) 44,517 
3/31/2014 0 0 
3/31/2014 0 0 
8/29/2014 680(23) 65,382 

3/9/2015 1,032(24) 99,227 

4/2/2015 0 0 

4/2/2015 0 0 

7/4/2011 9,109(25) 875,830 
3/30/2012 0 0 
3/30/2012 0 0 
3/29/2013 0 0 
3/29/2013 0 0 
3/31/2014 0 0 
3/31/2014 0 0 

4/2/2015 0 0 

4/2/2015 0 0 
3/31/2011 12,464(20) 1,198,414 
3/30/2012 0 0 
3/30/2012 0 0 
3/29/2013 0 0 
3/31/2014 0 0 
3/31/2014 0 0 

4/2/2015 0 0 

4/2/2015 0 0 


Equity 
Incentive 
Plan 


Unearned 
Shares, 
Units or 

Other 
Rights 
That 

Have Not 

Vested 


) 


0 
20,086(11) 
46,869(11) 
27,365(13) 
36,486(13) 

0 


0 
26,422(15) 
17,615(15) 

0 


0 
20,073(17) 
26,764(17) 


0 

8,722(11) 
23,257(11) 
25,869(13) 
86,228(13) 
24,978(15) 
16,652(15) 
16,058(17) 
21,411(17) 


0 
16,915(11) 
31,011(11) 
23,046(13) 
22,250(15) 
14,834(15) 
13,694(17) 
18,259(17) 


Equity 
Incentive 
Plan 
Awards: 
Market 
or Payout 
Value of 
Unearned 
Shares, 
Units or 
Other 
Rights 
That 
Have Not 
Vested 


($)(26) 


0 
1,931,269 
4,506,454 
2,631,145 
3,508,129 

0 

0 
2,540,475 
1,693,682 

0 


0 
1,930,019 
2,573,359 


0 

838,620 
2,236,161 
2,487,304 
8,290,822 
2,401,635 
1,601,090 
1,543,977 
2,058,668 


0 
1,626,377 
2,981,708 
2,215,873 
2,139,338 
1,426,289 
1,316,678 
1,755,603 


(1) Options vest 100% on January 26, 2017. 

(2) Options vest 50% on March 30, 2016 and 50% on March 30, 2017. 

(3) Options vest 25% on January 31, 2016, 37.5% on January 31, 2017 and 37.5% on January 31, 2018. 
(4) Options vest 25% on March 29, 2016, 37.5% on March 29, 2017 and 37.5% on March 29, 2018. 

(5) Options vest 25% on January 30, 2017, 37.5% on January 30, 2018 and 37.5% on January 30, 2019. 


(6) Options vest 20% on March 31, 2016, 20% on March 31, 2017, 30% on March 31, 2018 and 30% on 
March 31, 2019. 


(7) Options vest 20% on January 28, 2017, 20% on January 28, 2018, 30% on January 28, 2019 and 30% on 
January 28, 2020. 


(8) Options vest 20% on April 2, 2017, 20% on April 2, 2018, 30% on April 2, 2019 and 30% on April 2, 2020. 


(9) Options vest 20% on January 27, 2018, 20% on January 27, 2019, 30% on January 27, 2020 and 30% on 
January 27, 2021. 


(10) 50% vested on January 26, 2016, subject to achievement of a performance condition. Remaining shares vest 
on January 26, 2017, also subject to achievement of a performance condition. 


(11) Subject to achievement of a performance condition, shares vest 50% on March 30, 2016 and 50% on 
March 30, 2017. 


(12) Subject to achievement of a performance condition, shares vest 25% on January 31, 2016, 37.5% on 
January 31, 2017 and 37.5% on January 31, 2018. 


(13) Subject to achievement of a performance condition, shares vest 25% on March 29, 2016, 37.5% on 
March 29, 2017 and 37.5% on March 29, 2018. 


(14) 20% vested on January 30, 2016, subject to achievement of a performance condition. Remaining shares vest 
20% on January 30, 2017, 30% on January 30, 2018 and 30% on January 30, 2019, also subject to 
achievement of a performance condition. 


(15) Subject to achievement of a performance condition, shares vest 20% on March 31, 2016, 20% on March 31, 
2017, 30% on March 31, 2018 and 30% on March 31, 2019. 


(16) Subject to achievement of a performance condition, shares vest 20% on January 28, 2017, 20% on 
January 28, 2018, 30% on January 28, 2019 and 30% on January 28, 2020. 


(17) Subject to achievement of a performance condition, shares vest 20% on April 2, 2017, 20% on April 2, 
2018, 30% on April 2, 2019 and 30% on April 2, 2020. 


(18) Subject to achievement of a performance condition, shares vest 20% on January 27, 2018, 20% on 
January 27, 2019, 30% on January 27, 2020 and 30% on January 27, 2021. 


(19) Options vest 100% on March 31, 2016. 
(20) Shares vest 100% on March 31, 2016. 
(21) Shares vest 100% on August 30, 2016. 
(22) Shares vest 100% on March 10, 2017. 
(23) Shares vest 100% on August 29, 2017. 
(24) Shares vest 100% on March 9, 2018. 
(25) Shares vest 100% on July 4, 2016. 


(26) Market value based on the $96.15 fair market value of a share of Common Stock on the last trading day of 
the fiscal year (January 29, 2016). 
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Option Exercises and Stock Vested Information for Fiscal 2015 


The following table provides information relating to Option Awards exercised and RSU Awards vested 


during the fiscal year ended January 30, 2016. 


Name 


Leslie H. Wexner 
Sharen J. Turney 
Charles C. McGuigan 
Nicholas Coe 
Stuart B. Burgdoerfer 


Exercise (#) Exercise ($)(1) 
0 $ 0 
107,801 6,507,999 
35,967 2,189,285 
0) 0 

37,801 2,023,187 


Option Awards 
Number of 
Shares Value 


Acquired on Realized on 


Restricted Stock Awards 


Number of 
Shares Value 
Acquired on Realized on 
_vesine@).. Voie We) 
181,946 $16,609,564 
433,657 40,221,597 
62,118 5,640,529 
47,791 4,217,749 
34,199 3,103,125 


(1) Option Award Value Realized is calculated based on the difference between (a) the sale price and the option 
exercise price for shares that were sold upon exercise and (b) the closing price on the day prior to the date of 
exercise and the option exercise price for shares that were held upon exercise. 


(2) Restricted Stock Award Value Realized is calculated based on the closing stock price on the date the RSUs 


vested. 
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Retirement and Other Post-Employment Benefits 


Non-qualified Deferred Compensation for Fiscal 2015 


Aggregate 

Executive Registrant Aggregate Aggregate Balance at 

Contributions Contributions Earningsin Withdrawals/ Last Fiscal 

in Last Fiscal in Last Fiscal Last Fiscal Distributions Year End 
Wueslie H.- WEXNER... s.sie ce uceieete ae dees $257,846 $914,015 $1,364,202 $0 $26,707,109 
Sharen J. Turney ...............2... 474,607 618,822 1,162,088 0 24,629,989 
Charles C. McGuigan ............... 106,120 360,556 216,640 0 4,354,411 
Nicholas Coe ............ 02.2 e ee eee 109,794 323,614 52,340 0) 1,181,160 
Stuart B. Burgdoerfer ............... 77,195 213,191 135,041 0) 2,731,212. 
(1) Amounts disclosed include non-qualified cash deferrals, Company matching contributions, retirement 


(2) 


(3) 


(4) 


(5) 


(6) 


credits and earnings under the Company’s Supplemental Retirement Plan (a non-qualified defined 
contribution plan) and stock deferrals and related reinvested dividend earnings under the Company’s 
amended and restated 1993 Stock Option and Performance Incentive Plan (the “1993 Plan”), 2011 Plan and 
2015 Plan. Executive Contributions and related matching Registrant Contributions represent 2015 calendar 
year deferrals and matches on incentive compensation payments earned based on performance for the Fall 
2014 season, which was paid in March 2015, and for the Spring 2015 season, which was paid in August 
2015. 


All of the contributions are reported in the 2015 Summary Compensation Table under the “Salary” and/or 
“Non-Equity Incentive Plan Compensation” columns. 


Reflects the Company’s 200% match of associate contributions of up to 3% of base salary and bonus above 
the IRS qualified plan maximum compensation limit and the Company’s retirement contribution of 6% for 
less than five years of service or 8% for five or more years of service of compensation above the IRS 
qualified plan maximum compensation limit. Associates become fully vested in these contributions after six 
years of service. These contributions are also included under the “All Other Compensation” column of the 
2015 Summary Compensation Table. 


Non-qualified deferred cash compensation balances earn a fixed rate of interest determined prior to the 
beginning of each year. The portion of the earnings on deferred cash compensation that exceeds 120% of the 
applicable federal long term rate in the amount of $498,794, $305,512, $79,210, $19,137 and $49,375 for 
Mr. Wexner, Ms. Turney and Messrs. McGuigan, Coe and Burgdoerfer, respectively, is disclosed in the 
“Change in Pension Value and Non-qualified Deferred Compensation Earnings” column of the 2015 
Summary Compensation Table. 


Amount includes dividends earned on deferred stock and RSU balances in the amount of $326,511 for 
Ms. Turney. Dividends are reinvested into additional stock units based on the closing market price of 
Common Stock on the dividend payment date. 


Participants may elect to receive the funds in a lump sum or in up to ten annual installments following 
termination of employment, but generally may not make withdrawals during their employment. Deferrals 
under the Supplemental Retirement Plan, the 1993 Plan, the 2011 Plan and the 2015 Plan are unfunded. 


Balance includes the value of deferred stock and RSUs at calendar year-end in the amount of $8,097,122 for 
Ms. Turney. Value is calculated based on a stock price of $96.15 per share of Common Stock on January 29, 
2016. 


Estimated Post-Employment Payments and Benefits 


We have entered into certain agreements with our NEOs that will require us to provide compensation in the 


event of a termination of employment, including a termination following a change in control of our Company. 
Mr. Wexner is not covered by such an agreement but is entitled to certain termination compensation under the 
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terms of our benefit and stock plans. In connection with her resignation, Ms. Turney will be entitled to severance 
payments and benefits under the terms of her employment agreement. 


The following tables set forth the expected benefits to be received by each of the other NEOs in the event of 
his termination resulting from various scenarios, assuming a termination date of January 30, 2016 and a stock 
price of $96.15, the price of our Common Stock on January 29, 2016. Each scenario relates to the single 
termination event described and amounts are not cumulative in situations where multiple scenarios may apply. 


Assumptions and explanations of the numbers set forth in the tables below are set forth in additional text 
following the tables.) 


Leslie H. Wexner 


Involuntary w/out Cause or cael 
Voluntary w/Good Reason following Voluntary 
w/out & Signed Change in Resignation/ 
Release Release Control Death Disability Retirement 
_§  _ ® _) ED®D®D® 
Base Salary ..............000- $ 0 $ 0 $ 0$ 0$ 0$ 0 
BOnuUS(2).2 ix g de sad kisanee aces 0 0 0 0 0 0 
Gain of Accelerated Stock 
Options(3) ..............005 0 QO 21,907,813 21,907,813 21,907,813 0 
Value of Pro-rated or Accelerated 
RSUS(3)). siscesas gt etha een QO 25,973,673 72,859,297 72,859,297 72,859,297 25,973,673 
Benefits and Perquisites(4) ..... 355,370 355,370 355,370 = =2,355,370 ~—-1,080,370 355,370 
Tax Gross-Up ............-005 N/A N/A N/A N/A N/A N/A 
Total 6.0. cig duces oeea eevee ads $355,370 $26,329,043 $95,122,480 $97,122,480 $95,847,480 $26,329,043 
Sharen J. Turney 
Involuntary 
raat eens aT Wout Cat esann 
w/out & Signed Change in Resignation/ 
Release Release Control Death Disability Retirement 
a ee ee) a. 
Base Salary ..............0.. $1,500,000 $ 3,000,000 $ 3,000,000 $ 0$ 0$ 0 
BONUS(2)): 5d. duce den cace tide Pecwrnceens 0 3,000,000 9,351,638 0 0 0 
Gain of Accelerated Stock 
OpuOns(3)’ adicatees senses eae 0 0 12,026,986 12,026,986 12,026,986 0 
Value of Pro-rated or Accelerated 
RSUS(3) ii cs bode Bree Radek 0 27,340,541 52,718,276 52,718,276 52,718,276 27,340,541 
Benefits and Perquisites(4) ..... 295,427 302,218 302,218 5,274,760 = 1,785,242 281,846 
Tax Gross-Up.............06- N/A N/A N/A N/A N/A N/A 
Total seid. ccoadesddveenyaees $1,795,427 $33,642,759 $77,399,118 $70,020,022 $66,530,504 $27,622,387 
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Charles C. McGuigan 


Base Salary 
Bonus(2) 
Gain of Accelerated Stock 

Options(3) 
Value of Pro-rated or Accelerated 

RSUs(3) 
Benefits and Perquisites(4) 
Tax Gross-Up 


Nicholas Coe 


Base Salary 
Bonus(2) 
Gain of Accelerated Stock 

Options(3) 
Value of Pro-rated or Accelerated 

RSUs(3) 
Benefits and Perquisites(4) 
Tax Gross-Up 


Stuart B. Burgdoerfer 


Base Salary 
Bonus(2) 
Gain of Accelerated Stock 

Options(3) 
Value of Pro-rated or Accelerated 

RSUs(3) 
Benefits and Perquisites(4) 
Tax Gross-Up 


Involuntary w/out Cause or aires 
Voluntary w/Good Reason following Voluntary 
w/out & Signed Change in Resignation/ 
Release Release Control Death Disability Retirement 
—_ 
$1,250,000 $ 2,500,000 $ 2,500,000 $ 0$ 0$ 0 
0 1,875,000 5,134,119 0 0 0 
0 O 5,211,063 5,211,063 5,211,063 0 
0 10,836,393 23,739,531 23,739,531 23,739,531 10,836,393 
162,930 168,150 168,150 3,402,492 782,602 152,492 
N/A N/A N/A N/A N/A N/A 


$1,412,930 $15,379,543 $36,752,863 $32,353,086 $29,733,196 $10,988,885 


Involuntary 
Involuntary w/out Cause or 
Volunitacy #/Good Rendon Meta Voluntary 
w/out & Signed Change in Resignation/ 
Release Release Control Death Disability Retirement 
AS I A I) 
$1,000,000 $ 2,000,000 $ 2,000,000 $ 0$ 0 $ O 
0 1,600,000 5,573,735 0 0 0 
0 0 2,902,821 2,902,821 2,902,821 0 
0 9,344,434 22,334,107 22,334,107 22,334,107 0) 
169,144 174,364 174,364 2,341,116 908,726 0 
N/A N/A N/A N/A N/A N/A 
$1,169,144 $13,118,798 $32,985,027 $27,578,044 $26,145,654 $ O 
Involuntary 
Involunt Jout C. 
“Voluntary w/Good Reason Ge Voluntary 
w/out & Signed Change in Resignation/ 
Release Release Control Death Disability Retirement 
_§  _ 9 9  _ ®  _ ®) _O)_ 
$852,800 $1,705,600 $ 1,705,600 $ 0$ 0 $ O 
0 1,279,200 3,795,750 0 0 0 
0 0 3,935,376 3,935,376 3,935,376 0 
0 6,539,546 14,660,279 14,660,279 14,660,279 0 
115,928 122,626 122,626 1,808,130 544,080 0 
N/A N/A N/A N/A N/A N/A 
$968,728 $9,646,972 $24,219,631 $20,403,785 $19,139,735 $ 0 
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(1) Assumes a termination date of January 30, 2016. 


(2) Bonus amounts assumed at target. Under “Involuntary w/out Cause or Voluntary w/Good Reason” 
termination scenarios, actual bonus payments would be equal to the bonus payment the NEO would have 
received if he or she had remained employed with the Company for a period of one year after the 
termination date of January 30, 2016. Under an “Involuntary w/out Cause following Change in Control” 
termination scenario, bonus payments for Ms. Turney and Messrs. McGuigan, Coe and Burgdoerfer will be 
equal to the sum of the last four seasonal bonus payments received. 


(3) Reflects the value of unvested RSUs and stock options that, subject to achievement of pre-established 
performance conditions, would become vested based on the $96.15 fair market value of a share of Common 
Stock on the last trading day of the fiscal year (January 29, 2016). 


(4) Estimates for benefits and perquisites include the pro rata value of retirement plan contributions on earnings 
accrued up to the termination date and the continuation of medical, dental and other insurance benefits. 
Under the “Death” and “Disability” scenarios, includes proceeds from life and disability insurance policies 
and the value of unvested retirement plan balances that would become vested. 


(5) Messrs. Coe and Burgdoerfer have not met the age and/or service requirement to qualify for pro rata RSU 
vesting and retirement plan contributions under the retirement provisions of the 2011 Plan, the 2015 Plan 
and the qualified and non-qualified retirement plans. 


Assumptions and Explanations of Numbers in Tables 


The Compensation Committee retains discretion to provide, and in the past has provided, additional benefits 
to NEOs upon termination or resignation if it determines the circumstances so warrant. 


The tables do not include the payment of the aggregate balance of the NEO’s non-qualified deferred 
compensation that is disclosed in the Non-qualified Deferred Compensation for Fiscal 2015 table above. 


Confidentiality, Non-Competition and Non-Solicitation Agreements 


As a condition to each NEO’s entitlement to receive certain severance payments and equity vesting 
acceleration upon certain termination scenarios, the NEO is required to execute a release of claims against us and 
shall be bound by the terms of certain restrictive covenants, including non-competition and non-solicitation 
agreements which prohibit the NEO from soliciting or diverting any current or potential employee, customer, or 
supplier or competing with any of our businesses in which he or she has been employed for a period of one year 
from the date of termination. 


Termination Provisions—Definitions of Cause and Good Reason 


The employment agreements for all NEOs other than Mr. Wexner, who does not have an employment 
agreement, contain customary definitions of cause and good reason. “Cause” generally means that the NEO 
(1) willfully failed to perform his or her duties with the Company (other than a failure resulting from the NEO’s 
incapacity due to physical or mental illness); (2) has plead “guilty” or “no contest” to or has been convicted of an 
act which is defined as a felony under federal or state law; or (3) engaged in willful misconduct in bad faith 
which could reasonably be expected to materially harm the Company’s business or its reputation. 


“Good Reason” generally means (1) the failure to continue by the NEO in a capacity originally 
contemplated in the NEO’s employment agreement; (2) the assignment to the NEO of any duties materially 
inconsistent with the NEO’s position, duties, authority, responsibilities or reporting requirements, as set out in his 
or her employment agreement; (3) a reduction in or a material delay in payment of the NEO’s total cash 
compensation and benefits from those required to be provided; (4) the requirement that the NEO be based outside 
of the United States, other than for travel that is reasonably required to carry out the NEO’s duties; or (5) the 
failure by the Company to obtain the assumption in writing of its obligation to perform the employment 
agreement by a successor. 
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Payments Upon a Termination in Connection with a Change in Control 


A Change in Control of the Company will be deemed to have occurred upon the first to occur of any of the 
following events: 


a) any person, together with all affiliates, becomes a beneficial owner of securities representing 33% or 
more of the combined voting power of the voting stock then outstanding; 


b) during any period of 24 consecutive months, individuals who at the beginning of such period constitute 
the Board cease for any reason to constitute a majority of directors then constituting the Board; 


c) areorganization, merger or consolidation of the Company is consummated, unless more than 50% of 
the outstanding shares of Common Stock are beneficially owned by individuals and entities who owned 
Common Stock just prior to such reorganization, merger or consolidation; or 


d) the consummation of a complete liquidation or dissolution of the Company. 
No Tax Gross-up 


In the event of a termination following a Change in Control, none of our NEOs is entitled to reimbursement 
or gross-up for any excise taxes that may be imposed under Section 280G of the Code. 
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Fiscal 2015 Director Compensation 


The following table sets forth compensation earned by the individuals who served as directors of the 


Company during fiscal 2015(1). 


Fees Earned or Stock 
Paid in Cash Awards 
ume Oe WE) Tonle) 
EB. Gordon Gee? a. 5-0 ted eave coin eta hosed aha eee dada $121,900 $121,900 $243,800 
IDennis?SHerseh, 2 fc pilates ais, tv Be hisae Be eeaptheg ated sehen aetna vba Muncsbeay diostencss, dee 121,900 121,900 243,800 
DonniasA: JaMesi 3.425 ota boa eR Gas he Sa ae he hee ee) os 164,400 144,412 308,812 
David WOM at fetes nate recocaie's, Gassecehacbcosactsfara saad laae condi se sad dummaanachlayh angcteds ee 171,900 156,929 328,829 
Wilham R. Loomiss.Jr: 2o.3id0i40c08 bo c.0ebiandteitanduitedieeis 121,900 121,900 243,800 
J etire y: TAs IMIG) gr ss. 5 secede a gs ap hein BAe ai ane Mond ee canna dete Rest tv Sater 134,400 134,417 268,817 
Michael Gs Morris. 2:..d:ctictcs Soon 4a ae ed a eee Ca awe os 124,400 124,422 248,822 
SlEPHEN: SteMMOUE ieee pcs cacpsecwiauand ove aede donde; araceeglatace cdg igue deaupishaanaiprabenst gies ane 111,900 111,905 = 223,805 
Allan R: Tessier «.4:::65.-.c84.p.0a od oe des Ge ne wed ba be ba baal bak 194,400 169,446 363,846 
Abigail’S,. Wexn6?: 4. csc4cvoiag, oda dee Sed WEG desi eau io ed des 141,900 131,988 273,888 
Raymond Zimmerman .......... 0... eee eee ene eee 134,400 134,417 268,817 
(1) Directors who are also associates receive no additional compensation for their service as directors. Our 


(2) 


(3) 


current Board’s compensation plan does not provide for stock option awards, non-equity incentive plan 
compensation, pension or non-qualified deferred compensation. At the end of four years of membership on 
the Board, each member must maintain ownership of Common Stock equal to the amount of Common Stock 
received as director compensation over the four-year period. 


Directors receive an annual cash retainer of $111,900; directors receive an additional annual cash retainer of 
$12,500 for membership on the Audit and Compensation Committees and $10,000 for all other committee 
memberships; the Audit Committee Chair receives an additional $20,000; the Compensation Committee 
Chair and the Nominating & Governance Committee Chair each receives an additional $15,000; and other 
committee chairs receive $10,000; and the lead independent director receives an additional cash retainer of 
$15,000. 


Directors receive an annual stock retainer worth $111,900; directors receive an additional annual stock grant 
worth $12,500 for membership on the Audit and Compensation Committees and worth $10,000 for other 
committee memberships; and the lead independent director receives an additional stock retainer of $15,000. 
Stock retainers were granted under the 2011 Plan. The number of shares issued is calculated based on the 
fair market value of Common Stock on the date the shares were issued. The value of stock awards reflects 
the aggregate grant date fair value, excluding estimated forfeitures, computed in accordance with ASC 
Topic 718 Compensation—Stock Compensation, for each award. See Note 18 to the Company’s financial 
statements filed in the Company’s 2015 Annual Report on Form 10-K for a discussion of our assumptions in 
determining the aggregate grant date fair value of these awards. 
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Equity Compensation Plan Information 


The following table summarizes share and exercise price information about the Company’s equity 
compensation plans as of January 30, 2016. 


(c) Number of securities 
remaining available for 


(a) Number of future issuance under 
securities to be issued (b) Weighted-average equity compensation 
upon exercise of exercise price of plan (excluding 
outstanding options, outstanding options, securities reflected in 
Plan category warrants and rights warrants and rights column (a)) 
Equity compensation plans approved by 
security holders(1) .............0.000 005 11,989,870 $42.40(2) 16,690,069 
Equity compensation plans not approved by 
security holders ...................0004. 0 0 0 
Tota) igs khaceeeie Kono ee bees eas 11,989,870 $42.40 16,690,069 


(1) Includes the 2015 Plan, 2011 Plan and the 1993 Plan (2009 Restatement). There are no shares remaining 
available for grant under the 1993 Plan (2009 Restatement). 


(2) Does not include outstanding rights to receive Common Stock upon the vesting of RSU awards or 
settlement of deferred stock units. 
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COMPENSATION COMMITTEE REPORT 


The Compensation Committee of the Board is composed of four directors who are independent, as defined 
under the NYSE listing standards. Additionally, each member of the Compensation Committee is an “outside 
director” within the meaning of Section 162(m) of the Code and a “non-employee director” with the meaning of 
Section 16b-3 under the Securities Exchange Act of 1934. The Compensation Committee reviews the CD&A on 
behalf of the Board. 


The Compensation Committee has reviewed and discussed the CD&A with management, and based on the 
review and discussions, the Compensation Committee recommended to the Board that the CD&A be included in 
the Company’s annual report on Form 10-K for the year ended January 30, 2016 and the Company’s proxy 
statement. 


Compensation Committee 


David T. Kollat, Chair 
E. Gordon Gee 
Jeffrey H. Miro 
Michael G. Morris 


52 


SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT 


The following table shows certain information about the securities ownership of all directors (and nominees) 
of the Company, the executive officers of the Company named in the “2015 Summary Compensation Table” 
above and all directors and executive officers of the Company as a group. 


Number of Shares of Common 


Stock Beneficially 
Name of Beneficial Owner Owned(a)(b) Percent of Class 
Stilart B..Burgdoenter cs sice sg ee ook els had ee Bee oe Reale es 63,925(c) 
Nicholas: @06: 23.265 ccc eh S oe S54 oe Yk BAe tw he 2 28,268(c) 
FE GOrdOn Ge 6 5.4 sess chsyist de achat dedekd nsae-acd. a aranb ides a aadaedababdcavdepa alec 8,285(d) 
Dennis’ S(Hersch 4.22.53 43-6¢ 260054404 dyadtcust badaws dees 10,322,318(d)(f) 3.57% 
Donna A: James) 0.0 sce hosts pacgescecs, dcoce ited ks He vareck acs dtu Sud are lear aye eed 42,551(d) 
David TAO at sige. reas,ace-astok Cha dies ce Gia BS cone Sale a adhe ohn 117,349 
William R. Loomis, Jr. 2.0... eens 97,209(d) 
Charles C. McGuigan ........ 0... cece eee eee eens 44,403(c)(h) 
Jeftrey Mir i25.ncaieisates ce teea, dctsngun deveaedniven laced, as aeaiar dleceahteaadhs 102,117(d) 
MichaelG.' Moris: 3 se:c%.naeee oe dk ek ea tee ee ee eae 14,395(d) 
Stephen eS tem Our asec h2sie. ges. digi desc gedee ooh geacg tapas alncedecahacacantea? ease. 11,058 (d) 
Allan'R.: Tessier 5.5 60-0502. 6b ae obs bebe edd dae awe bee be 82,186 
Sharon). TUIMey ~ sss ieacetiyavesscards scasa cath Bacay ankdh aee Sage geet 539,643(c)(e) 
Abigail S. WeXNG! waco Gao tee dae oe GaSe ae eee Oat 12,904,920(g) 4.46% 
WeeslteF., WEXNER ses: cceckc ss ccec gis is, ecede le aratlelsneod af oece dig.esduepargee anetaneielens 46,259,019(c)(h)(4) 15.98% 
Raymond Zimmerman ........... 0... 0c eects 124,643(d)G) 
All directors and executive officers as a group ...............-4. 47,607,228(c)-() 16.45% 


* Less than 1% 


(a) Unless otherwise indicated, each named person has voting and investment power over the listed shares and 
such voting and investment power is exercised solely by the named person or shared with a spouse. None of 
the listed shares have been pledged as security or otherwise deposited as collateral. 


(b) Reflects beneficial ownership of shares of Common Stock, and shares outstanding, as of January 30, 2016. 


(c) Includes the following number of shares issuable within 60 days of January 30, 2016, upon the exercise or 
vesting of outstanding stock awards: Mr. Burgdoerfer, 14,219; Mr. Coe, 23,102; Mr. McGuigan, 16,884; 
Ms. Turney, 43,543; Mr. Wexner, 1,662,275; and all directors and executive officers as a group, 1,760,023. 


(d) Includes the following number of deferred stock units credited to directors’ accounts under the 2003 Stock 
Award and Deferred Compensation Plan for Non-Associate Directors that could be convertible into 
Common Stock within 60 days after termination from the Board: Dr. Gee, 7,329; Mr. Hersch, 71,177; 
Ms. James, 30,188; Mr. Loomis, 86,945; Mr. Miro, 81,578; Mr. Morris, 4,285; Mr. Steinour, 1,058; 
Mr. Zimmerman, 91,285; and all directors as a group, 373,845. Mr. Morris has elected to receive pay-out of 
his deferred stock units over three years, and his total represents 1/3 of the units which he would be owed 
upon his termination from the Board. Mr. Steinour has elected to receive pay-out of his deferred stock units 
over five years, and his total represents 1/5 of the units which he would be owed upon his termination from 
the Board. 


(e) Includes the following number of deferred stock units credited to executives’ accounts under the Company’s 
Supplemental Retirement Plan that could be convertible into Common Stock within 60 days after 
termination of employment with the Company: Ms. Turney, 84,213. 


(f) Includes 1,257,255 shares held by The Linden East Trust, for which Mr. Hersch is trustee and shares voting 
and investment power with Mr. Wexner and Mrs. Wexner, and 8,992,886 shares held by The Linden West 
Trust, for which Mr. Hersch is trustee and shares voting and investment power with Mr. Wexner. 
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(g) 


(h) 


(i) 


) 


Excludes 33,354,099 shares beneficially owned by Mr. Wexner as to which Mrs. Wexner disclaims 
beneficial ownership. Includes 1,257,255 shares held by The Linden East Trust, as to which Mrs. Wexner 
shares voting and investment power with Mr. Hersch; 1,441,741 shares held by The Wexner Family 
Charitable Fund; and 191,515 shares held by The Beech Trust, in each case, as to which Mrs. Wexner shares 
voting and investment power with Mr. Wexner. Includes 10,014,409 shares directly owned by Mrs. Wexner. 


Includes the following number of shares held in the Savings and Retirement Plan (as of January 30, 2016), 
over which Messrs. McGuigan and Wexner have investment but not voting power: Mr. McGuigan, 4,265; 
and Mr. Wexner, 1,851,959. 


Includes 1,257,255 shares held by The Linden East Trust, 8,992,886 shares held by The Linden West Trust, 
1,441,741 shares held by The Wexner Family Charitable Fund; and 191,515 shares held by The Beech 
Trust. Mr. Wexner shares voting and investment power with Mrs. Wexner with respect to shares held by 
The Linden East Trust, The Wexner Family Charitable Fund and The Beech Trust, and shares voting and 
investment power with Mr. Hersch with respect to shares held by The Linden East Trust and The Linden 
West Trust. Includes 4,892,608 shares held by the Wexner Personal Holdings Corporation, of which 
Mr. Wexner is the sole stockholder, director and officer. Includes 10,014,409 shares directly owned by 
Mrs. Wexner, as to which Mr. Wexner may be deemed to share voting and investment power. Includes 
15,954,371 shares directly owned by Mr. Wexner. 


Includes 2,888 shares which are Mr. Zimmerman’s pro rata share of 8,664 shares owned by a corporation of 
which Mr. Zimmerman is president and a 33% stockholder. 
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 


The Company’s executive officers and directors, and persons who own more than 10% of a registered class 
of the Company’s equity securities, must file reports of ownership and changes in ownership of the Company’s 
equity securities with the Commission. Copies of those reports must also be furnished to the Company. Based 
solely on a review of the copies of reports furnished to the Company and written representations of the 
Company’s executive officers and directors that no other reports were required, we believe that during fiscal 
2015 our executive officers, directors and greater than 10% beneficial owners complied with these filing 
requirements. 
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SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS 


The following table sets forth the names of all persons who, as of the dates indicated below, were known by 


the Company to be the beneficial owners (as defined in the rules of the Commission) of more than 5% of the 
shares of Common Stock. 


Amount Percent 
Beneficially of 
Name and Address of Beneficial Owner Owned Class 
Me Sa A WER TST C I): 5 oi5s..avib 9s oes c.ce.b te tee Sa katona ce. site sirguaprane ay vensorsay SE attests SECT Fee ws Geshe inifobaunated wl ah 46,259,019 15.98% 


Three Limited Parkway 
P.O. Box 16000 
Columbus, OH 43216 


PRIMECAP Management Company(2) .......... 0.0.0 eects 19,232,221 6.64% 
225 South Lake Ave., #400 
Pasadena, CA 91101 


IVER STEW C3 iss eae ts tee daca ia ects eee hore tee Sot cues aide astgwet avis alesconsenes, Nets ectot Gaede Gb tee ws Gsfeettendee cates i ed 15,448,861 5.34% 
245 Summer Street 
Boston, MA 02210 


The: Vanguard: Group(4) : eis sa hace AS tewetddecni saben oniddens iy eee ouuiie is 14,739,270 5.09% 
100 Vanguard Blvd. 
Malvern, PA 19355 


(1) 


(2) 


(3) 


(4) 


As of January 30, 2016. For a description of Mr. Wexner’s beneficial ownership, see “Security Ownership 
of Directors and Management” on pages 53 and 54. 


As of December 31, 2015, based solely on information set forth in the Schedule 13G/A filed February 12, 
2016 by PRIMECAP Management Company. PRIMECAP Management Company has sole dispositive 
power over 19,232,221 shares and sole voting power over 4,411,542 shares. 


Based solely on information set forth in the Schedule 13G filed February 12, 2016 by FMR LLC. FMR LLC 
has sole dispositive power over 15,448,861 shares and sole voting power over 665,299 shares and Abigail P. 
Johnson has sole dispositive power over 15,448,861 shares. Abigail P. Johnson is a Director, the Vice 
Chairman, the Chief Executive Officer and the President of FMR LLC. Members of the Johnson family, 
including Abigail P. Johnson, are the predominant owners, directly or through trusts, of Series B voting 
common shares of FMR LLC, representing 49% of the voting power of FMR LLC. The Johnson family 
group and all other Series B shareholders have entered into a shareholders’ voting agreement under which 
all Series B voting common shares will be voted in accordance with the majority vote of Series B voting 
common shares. Accordingly, through their ownership of voting common shares and the execution of the 
shareholders’ voting agreement, members of the Johnson family may be deemed, under the Investment 
Company Act of 1940, to form a controlling group with respect to FMR LLC. 


As of December 31, 2015, based solely on information set forth in the Schedule 13G/A filed February 10, 
2016 by The Vanguard Group. The Vanguard Group has sole dispositive power over 14,245,471 shares and 
sole voting power over 469,120 shares, and has shared dispositive power over 493,799 shares and shared 
voting power over 25,400 shares. 
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REPORT OF THE AUDIT COMMITTEE 


As provided in our written charter, the Audit Committee is instrumental in the Board’s fulfillment of its 
oversight responsibilities relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s 
compliance with legal and regulatory requirements, (iii) the qualifications, independence and performance of the 
Company’s independent auditors and (iv) the performance of the Company’s internal audit function. We have the 
sole authority to appoint, compensate, retain, oversee and terminate the Company’s independent auditors. We 
pre-approve the audit services and non-audit services to be provided by the Company’s independent auditors. In 
addition, we evaluate the independent auditors’ qualifications, performance and independence and present our 
conclusions with respect to the independent auditors to the full Board on at least an annual basis. 


It is not the duty of the Audit Committee to plan or conduct audits or to determine that the Company’s 
financial statements are complete and accurate and are in accordance with generally accepted accounting 
principles. This is the responsibility of management and the independent auditors. Furthermore, while we are 
responsible for reviewing the Company’s policies and practices with respect to risk assessment and management, 
it is the responsibility of the CEO and senior management to determine the appropriate level of the Company’s 
exposure to risk. 


We have reviewed and discussed L Brands’ audited financial statements as of and for the year ended 
January 30, 2016 and met with both management and our independent auditors to discuss the financial 
statements. Management has represented to us that the financial statements were prepared in accordance with 
generally accepted accounting principles. We have reviewed with the internal auditors and independent auditors 
the overall scope and plans for their respective audits. We also met with the internal auditors and independent 
auditors, with and without management present, to discuss the results of their examinations and their evaluations 
of the Company’s internal controls. 


We have also discussed with the independent auditors all matters required to be discussed with audit 
committees under applicable auditing and regulatory standards. The Company’s independent auditors also 
provided to us the written disclosures and the letter required by applicable requirements of the Public Company 
Accounting Oversight Board regarding the independent auditor’s communications with the audit committee 
concerning independence, and we discussed with the independent auditors their independence from the 
Company. We considered whether the provision of non-audit services by the independent auditors to the 
Company is compatible with maintaining their independence. 


Based on the reviews and discussions summarized in this Report, and subject to the limitations on our role 
and responsibilities, certain of which are referred to above and in the Audit Committee charter, we recommended 
to the Board that L Brands’ audited financial statements be included in our annual report on Form 10-K for the 
year ended January 30, 2016 for filing with the Commission. 


We have appointed Ernst & Young LLP as L Brands’ independent registered public accountants. 


Audit Committee 


Donna A. James, Chair 
David T. Kollat 
Allan R. Tessler 
Raymond Zimmerman 
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INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS 


During our 2015 fiscal year, Ernst & Young LLP served as the Company’s independent registered public 
accountants and in that capacity rendered an opinion on our consolidated financial statements as of and for the 
fiscal year ended January 30, 2016. The Audit Committee annually reviews the selection of independent 
registered public accountants and has selected Ernst & Young LLP as the Company’s independent registered 
public accountants for the current fiscal year. 


Audit Fees 


The aggregate audit fees payable to Ernst & Young LLP for the fiscal years ended 2015 and 2014 were 
approximately $4,243,000 and $4,072,700, respectively. These amounts include fees for professional services 
rendered by Ernst & Young LLP in connection with the audit of our consolidated financial statements and 
reviews of our unaudited consolidated interim financial statements as well as fees for services that generally only 
the independent auditor can reasonably be expected to provide, including comfort letters and consultation 
regarding financial accounting and/or reporting standards. These amounts also include fees for services rendered 
in connection with the audit of our internal control over financial reporting and fees for services rendered in 
connection with statutory audits of our international subsidiaries’ financial statements. 


Audit Related Fees 


The aggregate fees for assurance and related services rendered by Ernst & Young LLP that were reasonably 
related to the audit of our consolidated financial statements for the fiscal years ended 2015 and 2014 were 
approximately $258,000 and $155,000, respectively. The fees under this category are for assurance and related 
services that are traditionally performed by the independent auditor and include audits of employee benefit plans, 
agreed upon procedures and other attest engagements. 


Tax Fees 


The aggregate fees for tax services rendered by Ernst & Young LLP for the fiscal years ended 2015 and 
2014 were approximately $110,000 and $130,000, respectively. Tax fees include tax compliance and advisory 
services. 


All Other Fees 


The aggregate fees for all other services rendered by Ernst & Young LLP for the fiscal years ended 2015 
and 2014 were approximately $369,000 and $0, respectively. The fees under this category that were paid in the 
fiscal year ended 2015 were for compliance-related advisory services. 


Pre-approval Policies and Procedures 


The Audit Committee pre-approves all audit and non-audit services to be provided by Ernst & Young LLP 
in a given fiscal year. 
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OTHER MATTERS 


The Board knows of no other matters to be brought before the annual meeting. However, if other matters 
should come before the meeting, each of the persons named as a proxy intends to vote in accordance with his or 
her judgment on such matters. 


STOCKHOLDER PROPOSALS FOR NEXT YEAR 


Stockholder Proposals Pursuant to Rule 14a-8 


Proposals submitted for inclusion in the proxy statement for the 2017 annual meeting must be received by 
the Secretary of the Company at our principal executive offices on or before December 9, 2016. 


Other Stockholder Proposals 


If a stockholder intends to present a proposal or nominate a person for election as a director at the 2017 
annual meeting other than as described above, the stockholder must comply with the requirements set forth in our 
Bylaws. The Bylaws require, among other things, that the Secretary receive written notice of the intent to present 
a proposal or nomination no earlier than February 18, 2017 and no later than March 20, 2017. The notice must 
contain the information required by the Bylaws. 


SOLICITATION EXPENSES 
We are soliciting this proxy on behalf of our Board and will bear the solicitation expenses. Our directors or 
employees may solicit proxies by telephone, facsimile and personal solicitation, in addition to the use of the mail. 
We will, upon request, reimburse banks, brokerage houses and other institutions, nominees, and fiduciaries for 


their expenses in forwarding proxy materials to beneficial owners. 


By Order of the Board of Directors, 


Leslie H. Wexner 
Chairman of the Board 
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Appendix A 


L BRANDS, INC. 


PROPOSED AMENDMENT TO THE CERTIFICATE OF INCORPORATION TO REMOVE 
SUPERMAJORITY VOTING REQUIREMENTS 


Articles EIGHTH and THIRTEENTH and Section 2 of Article FIFTH and Section | of Article ELEVENTH 
are hereby removed in their entirety, and the remaining articles of the Charter are hereby renumbered 
accordingly. Articles EIGHTH and THIRTEENTH and Section 2 of Article FIFTH and Section 1 of Article 
ELEVENTH, which are hereby repealed, are shown below: 


FIFTH. Section 2. Amendment of Bylaws by the Stockholders. The bylaws shall not be made, repealed, 
altered, amended or rescinded by the stockholders of the Corporation except by the vote of the holders of 
not less than 75 percent of the outstanding shares of the Corporation entitled to vote thereon. Any 
amendment to the Certificate of Incorporation which shall contravene any bylaw in existence on the record 
date of the stockholders meeting at which such amendment is to be voted upon by the stockholders shall 
require the vote of the holders of not less than 75 percent of the outstanding shares entitled to vote thereon. 


EIGHTH. The affirmative vote of the holders of not less than 75 percent of the outstanding shares of 
the Corporation entitled to vote thereon shall be required for the approval of any proposal that (1) the 
Corporation merge or consolidate with any other corporation or any affiliate of such other corporation if 
such other corporation and its affiliates singly or in the aggregate are directly or indirectly the beneficial 
owners of more than five percent of the outstanding shares of any class of stock of the Corporation entitled 
to vote in the election of directors (such other corporation and any affiliate thereof being herein referred to 
as a “Related Corporation’), or (2) the Corporation sell, lease or exchange all or substantially all of its assets 
or business to or with such Related Corporation, or (3) the Corporation issue or deliver any stock or other 
securities of its issue in exchange or payment for any properties or assets of any such Related Corporation or 
securities issued by any such Related Corporation or in a merger of any affiliate of the Corporation with or 
into any such Related Corporation, or (4) the Corporation dissolve, and to effect such transaction the 
approval of stockholders of the Corporation is required by law or by any agreement between the 
Corporation and any national securities exchange; provided, however, that the foregoing clauses (1), (2), 
(3) and (4) shall not apply (1) to any such merger, consolidation, sale, lease, or exchange, or issuance or 
delivery of assets or other securities which was approved by resolution of the Board of Directors of the 
Corporation prior to the acquisition of the beneficial ownership of more than five percent of the outstanding 
Common Stock by the Related Corporation, (11) to any such transaction solely between the Corporation and 
another corporation 50 percent or more of the voting power of which is owned by the Corporation provided 
that the Certificate of Incorporation of the surviving corporation contains provisions substantially similar to 
those provided in Articles FIFTH, SIXTH, Section 1, SEVENTH, EIGHTH, NINTH, TENTH, and 
ELEVENTH, (iii) to any transaction between this Corporation and either (a) any stockholder who owned in 
excess of 10 percent of the Common Stock of the Corporation immediately after the merger of Limited 
Interim Ohio, Inc., an Ohio corporation, into The Limited Stores, Inc. an Ohio corporation or (b) any 
affiliate from time to time organized, established, or incorporated of a stockholder referred to in 
(iii) (a) above. For the purposes hereof, an “affiliate” is any person (including a corporation, partnership, 
association, trust, business entity, estate or individual) who directly, or indirectly through one or more 
intermediaries, controls, or is controlled by, or is under common control with, the person specified; 
“control” means the possession, directly or indirectly, of the power to direct or cause the direction of the 
management and policies of a person, whether through the ownership of voting securities, by contract, or 
otherwise; and in computing the percentage of outstanding Common Stock beneficially owned by any 
person, the shares outstanding and the shares owned shall be determined as of the record date fixed to 
determine the stockholders entitled to vote or express consent with respect to such proposal. The 
stockholder vote, if any, required for mergers, consolidations, sales, leases, or exchanges of assets or 
issuances of stock or other securities not expressly provided for in this Article, shall be such as may be 
required by applicable law. 


ELEVENTH. Section 1. Amendment of Certain Articles. The provisions set forth in this Article 
ELEVENTH and in Article FIFTH (dealing with the amendment of bylaws), SIXTH, Section | (dealing 
with the classified Board), SEVENTH (dealing with the prohibition against stockholder action without 
meetings), EIGHTH (dealing with the 75 percent vote of stockholders required for certain reorganizations), 
NINTH (dealing with certain matters to be considered by the Board in evaluating certain offers), and 
TENTH (dealing with the removal of any director) may not be amended, altered, changed, or repealed in 
any respect unless such repeal or amendment is approved by the affirmative vote of the holders of not less 
than 75 percent of the outstanding shares of the Corporation entitled to vote thereon. 


THIRTEENTH. The provisions set forth in Article TWELFTH and in this Article THIRTEENTH may 
not be amended, altered, changed or repealed in any respect unless such action is approved by the 
affirmative vote of the holders of not less than 75 percent of the outstanding shares of Voting Stock (as 
defined in Article TWELFTH) of the Corporation at a meeting of the stockholders duly called for the 
consideration of such amendment, alteration, change or repeal; provided, however, that if there is an 
Interested Person (as defined in Article TWELFTH), such action must also be approved by the affirmative 
vote of the holders of not less than 75 percent of the outstanding shares of Voting Stock held by the 
stockholders other than the Interested Person. 


Articles TENTH and TWELFTH, and Section 2 of Article ELEVENTH are hereby amended as shown 
below (with deletions highlighted in strike-through text and additions highlighted in underlined text): 


TENTH. Any director may be removed at any annual or special stockholders’ meeting upon the 
affirmative vote of the holders of a majority in voting interest of the stockholders present in person or by 
peasy and ae thereon, a uct — aS nottessthan 45 percent of the-outstanding shares of 


may be removed ae oe cause ai shall receive a copy of the charges seaint iin, delivered to him 
personally or by mail at his last known address at least 10 days prior to the date of the stockholders’ 
meeting; provided further, that directors who shall have been elected by the holders of a series or class of 
Preferred Stock, voting separately as a class, shall be removed only pursuant to the provisions establishing 
the rights of such series or class to elect such directors. 


TWELFTH. Section 1. Vote Required for Certain Business Combinations. The affirmative vote of the 
holders of not less than 7$-pereent a majority of the outstanding shares of “Voting Stock” (as hereinafter 
defined) held by stockholders other than an “Interested Person” (as hereinafter defined) shall be required for 
the approval or authorization of any “Business Combination” (as hereinafter defined) of the Corporation 
with any Interested Person; provided, however, that the 7$-pereent exclusion of “Interested Persons” from 
this voting requirement shall not be applicable if: 


(a) the “Continuing Directors” (as hereinafter defined) of the Corporation by at least a two-thirds vote 
(i) have expressly approved in advance the acquisition of the outstanding shares of Voting Stock that caused 
such Interested Person to become an Interested Person, or (ii) have expressly approved such Business 
Combination either in advance of or subsequent to such Interested Person’s having become an Interested 
Person; or 


(b) the cash or fair market value (as determined by at least two-thirds of the Continuing Directors) of 
the property, securities or “Other Consideration to be Received” (as hereinafter defined) per share by 
holders of Voting Stock of the Corporation in the Business Combination is not less than the “Fair Price” (as 
hereinafter defined) paid by the Interested Person in acquiring any of its holdings of the Corporation’s 
Voting Stock. 


Section 2. Definitions. Certain words and terms as used in this Article TWELFTH shall have the 
meanings given to them by the definitions and descriptions in this Section. 


2.1. Business Combination. The term “Business Combination” shall mean (a) any merger or 
consolidation of the Corporation or a subsidiary of the Corporation with or into an Interested Person, (b) any 
sale, lease, exchange, transfer or other disposition, including without limitation, a mortgage or any other 


A-2 


security device, of all or any “Substantial Part” (as hereinafter defined) of the assets either of the 
Corporation (including without limitation, any voting securities of a subsidiary) or of a subsidiary of the 
Corporation to an Interested Person, (c) any merger or consolidation of an Interested Person with or into the 
Corporation or a subsidiary of the Corporation, (d) any sale, lease, exchange, transfer or other disposition, 
including without limitation, a mortgage or other security device, of all or any Substantial Part of the assets 
of an Interested Person to the Corporation or a subsidiary of the Corporation, (e) the issuance or transfer by 
the Corporation or any subsidiary of any securities of the Corporation or a subsidiary of the Corporation to 
an Interested Person, (f) any reclassification of securities, recapitalization or other comparable transaction 
involving the Corporation that would have the effect of increasing the Voting power of any Interested 
Person with respect to Voting Stock of the Corporation, and (g) any agreement, contract or other 
arrangement providing for any of the transactions described in this definition of Business Combination. 


2.2. Interested Person. The term “Interested Person” shall mean and include any individual, 
corporation, partnership or other person or entity which, together with its “Affiliates” and “Associates” (as 
defined in Rule 12b-2 of the General Rules and Regulations under the Securities Exchange Act of 1934 as in 
effect at the date of the adoption of this Article TWELFTH by the stockholders of the Corporation), 
“Beneficially Owns” (as defined in Rule 13d-3 of the General Rules and Regulations under the Securities 
Exchange Act of 1934 as in effect at the date of the adoption of this Article TWELFTH by the stockholders 
of the Corporation) in the aggregate 20 percent or more of the outstanding Voting Stock of the Corporation, 
and any Affiliate or Associate of any such individual, corporation, partnership or other person or entity. 
Without limitation, any share of Voting Stock of the Corporation that any Interested Person has the right to 
acquire at any time (notwithstanding that Rule 13d-3 deems such shares to be beneficially owned only if 
such right may be exercised within 60 days) pursuant to any agreement, or upon exercise of conversion 
rights, warrants or options, or otherwise, shall be deemed to be Beneficially Owned by the Interested Person 
and to be outstanding for purposes of this definition. An Interested Person shall be deemed to have acquired 
a share of the Voting Stock of the Corporation at the time when such Interested Person became the 
Beneficial Owner thereof. With respect to the shares owned by Affiliates, Associates or other persons whose 
ownership is attributed to an Interested Person under the foregoing definition of Interested Person, if the 
price paid by such Interested Person for such shares is not determinable by two-thirds of the Continuing 
Directors, the price so paid shall be deemed to be the higher of (a) the price paid upon the acquisition 
thereof by the Affiliate, Associate or other person or (b) the market price of the shares in question at the 
time when the Interested Person became the Beneficial Owner thereof. 


2.3 Voting Stock. The term “Voting Stock” shall mean all of the outstanding shares of Common Stock 
of the Corporation and any outstanding shares of Preferred Stock entitled to vote on each matter on which 
the holders of record of Common Stock shall be entitled to vote, and each reference to a proportion of shares 
of Voting Stock shall refer to such proportion of the votes entitled to be cast by such shares. 


2.4 Continuing Director. The term “Continuing Director” shall mean a Director who was a member of 
the Board of Directors of the Corporation immediately prior to the time that the Interested Person involved 
in a Business Combination became an Interested Person, or a Director who was elected or appointed to fill a 
vacancy after the date the Interested Person became an Interested Person by a majority of the then-current 
Continuing Directors. 


2.5 Fair Price. The term “Fair Price” shall mean the following: If there is only one class of capital stock 
of the Corporation issued and outstanding, the Fair Price shall mean the highest price that can be determined 
by a majority of the Continuing Directors to have been paid at any time by the Interested Person for any 
share or shares of that class of capital stock. If there is more than one class of capital stock of the 
Corporation issued and outstanding, the Fair Price shall mean with respect to each class and series of capital 
stock of the Corporation, the amount determined by a majority of the Continuing Directors to be the highest 
per share price equivalent of the highest price that can be determined to have been paid at any time by the 
Interested Person for any share or shares of any class or series of capital stock of the Corporation. In 
determining the Fair Price, all purchases by the Interested Person shall be taken into account regardless of 
whether the shares were purchased before or after the Interested Person became an Interested Person. Also, 
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the Fair Price shall include any brokerage commissions, transfer taxes and soliciting dealers’ fees paid by 
the Interested Person with respect to the shares of capital stock of the Corporation acquired by the Interested 
Person. In the case of any Business Combination with an Interested Person, a majority of the Continuing 
Directors shall determine the Fair Price for each class and series of the capital stock of the Corporation. The 
Fair Price shall also include interest compounded annually from the date an Interested Person became an 
Interested Person through the date the Business Combination is consummated at the publicly announced 
base rate of interest of Morgan Guaranty Trust Company of New York less the aggregate amount of any 
cash dividends paid, and the fair market value of any dividends paid in other than cash, on each share of 
capital stock in the same time period, in an amount up to but not exceeding the amount of interest so 
payable per share of capital stock. 


2.6. Substantial Part. The term “Substantial Part” shall mean more than 20 percent of the fair market 
value as determined by two-thirds of the Continuing Directors of the total consolidated assets of the 
Corporation and its subsidiaries taken as a whole as of the end of its most recent fiscal year ended prior to 
the time the determination is being made. 


2.7. Other Consideration to be Received. The term “Other Consideration to be Received” shall include, 
without limitation, Common Stock or other capital stock of the Corporation retained by its existing 
stockholders other than Interested Persons or other parties to such Business Combination in the event of a 
Business Combination in which the Corporation is the surviving corporation. 


Section 3. Determinations by the Continuing Directors. In making any determinations, the Continuing 
Directors may engage such persons, including investment banking firms and the independent accountants 
who have reported on the most recent financial statements of the Corporation, and utilize employees and 
agents of the Corporation, who will, in the judgment of the Continuing Directors, be of assistance to the 
Continuing Directors. Any determinations made by the Continuing Directors, acting in good faith on the 
basis of such information and assistance as was then reasonably available for such purposes, shall be 
conclusive and binding upon the Corporation and its stockholders, including any Interested Person. 


ELEVENTH. Seetion 2. Amendments-Generaly Subject te_the provisions-of Seetiont oithis Artiele 
ELEVENTH,4The Corporation reserves the right to amend, alter, change or repeal any provision contained 
in this Certificate of Incorporation, in the manner now or hereafter prescribed by statute, and all rights 
conferred on stockholders herein are granted subject to this reservation. 


UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C. 20549 


FORM 10-K 


(Mark One) 
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 


EXCHANGE ACT OF 1934 
For the fiscal year ended January 30, 2016 
OR 


|] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 [NO FEE REQUIRED] 


For the transition period from to 
Commission file number 1-8344 


L BRANDS, INC. 


(Exact name of registrant as specified in its charter) 


Delaware 
(State or other jurisdiction 31-1029810 
of incorporation or organization) (I.R.S. Employer Identification No.) 
Three Limited Parkway, 
Columbus, Ohio 43230 
(Address of principal executive offices) (Zip Code) 


Registrant’s telephone number, including area code (614) 415-7000 


Securities registered pursuant to Section 12(b) of the Act: 
Title of each class Name of each exchange on which registered 


Common Stock, $.50 Par Value The New York Stock Exchange 
Securities registered pursuant to Section 12(g) of the Act: None. 
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities 
Act. Yes [|X| No 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the 
Act. Yes No |X 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to 
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes |X} No 
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 
12 months (or for such shorter period that the registrant was required to submit and post such files). Yes [x} No 
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and 
will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by 
reference in Part III of this Form 10-K or any amendment to this Form 10-K. |X 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See 
definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. 
Large accelerated filer |x} Accelerated filer Non-accelerated filer 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange 
Act). Yes No [|X 
The aggregate market value of the registrant’s Common Stock held by non-affiliates of the registrant as of the last business 
day of the registrant’s most recently completed second fiscal quarter was: $19,909,393,868. 
Number of shares outstanding of the registrant’s Common Stock as of March 11, 2016: 287,080,045. 
DOCUMENTS INCORPORATED BY REFERENCE 
Portions of the Registrant’s Proxy Statement for the Registrant’s 2016 Annual Meeting of Stockholders to be held on 
May 19, 2016, are incorporated by reference into Part II and Part III. 


Part I 


Item 1. 


Item 1A. 
Item 1B. 


Item 2. 
Item 3. 
Item 4. 
Part II 


Item 5. 


Item 6. 
Item 7. 


Item 7A. 


Item 8. 
Item 9. 


Item 9A. 
Item 9B. 


Part HI 
Item 10. 
Item 11. 
Item 12. 


Item 13. 
Item 14. 


Part IV 


Item 15. 


Table of Contents 


PROPCTUleS: 2 sec ded wee eed,.) ee ee behets aed wet ddseeee ne eeedhs 
Legal: Proceedin SS suc a4 tot ae ce ea Se RH ead BET Ode OPE EER aes 
Mine‘Satety Disclosures::.2.c05 .ondeelaati sg eed Soee Gow chew deg lag iGwtw ps ee 


Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer 
Purchases ‘of Equity Securities. ..4.5.¢204ene05 sues econe deere eens eedad eed ae 
selected: Financial Data. 2c siaseccatd ci okkas ied Destond deoe eh daew beeoe date 


Management’s Discussion and Analysis of Financial Condition and Results of 


OPeraviOns, ascii Hes ee TNO oe ged Voids bees eobd vase bee Sk the eee ht od 
Quantitative and Qualitative Disclosures About Market Risk ................2.00- 
Financial Statements and Supplementary Data ......................0 0.000000. 


Changes in and Disagreements with Accountants on Accounting and Financial 


DIS CLOS UTC: so es sece oe Fcce ee, Sates Sediud ard ond geal Read wa Does: sites So OES Page awe 
Controls: atid ProCOdure S$ vciesess.jocsc eides stave cceee acd ave Wataee Be EIS a ats Maen beh aS Sets 
Other: InformMati On. 26-5. cdvceind oe ceded ik id oS ih Seah ote sige amet poedeaks 


Directors, Executive Officers and Corporate Governance ..............2.00e00 ee 
Executive Compensation: 2.5.2 ces geisteud nese a iees pad sb aaa eens Bee a 


Security Ownership of Certain Beneficial Owners and Management and Related 


stockholder Matters: jcc.c06cny dcaclidawewnsatedabe one Ra oheweas be dia Shes ken 
Certain Relationships and Related Transactions, and Director Independence ......... 
Principal Accountant Fees and Services ......... 0.0... eee eee eee 


Exhibits, Financial Statement Schedules .......... 0.00.00 cc cece eee eee eee 
SIPMAUUES: 5 a. iG iaerse Pada ook eesti du ea Sens eeteee OSS orleans ad 


Page No. 


19 
21 


23 
57 
59 


106 
106 
106 


107 
107 


107 
108 
108 


109 
115 


PARTI 
ITEM 1. BUSINESS. 
General 


L Brands, Inc. (“we” or “the Company’) operates in the highly competitive specialty retail business. Founded in 
1963 in Columbus, Ohio, we have evolved from an apparel-based specialty retailer to a segment leader focused 
on women’s intimate and other apparel, personal care and beauty categories. We sell our merchandise through 
company-owned specialty retail stores in the United States (“U.S.”), Canada and the United Kingdom (“U.K.”), 
which are primarily mall-based; through websites; and through international franchise, license and wholesale 
partners (collectively, “partners’’). 


Victoria’s Secret 


Victoria’s Secret, including PINK, is the leading specialty retailer of women’s intimate and other apparel with 
fashion-inspired collections, prestige fragrances, celebrated supermodels and world-famous runway shows. We 
sell our Victoria’s Secret products at more than 1,100 Victoria’s Secret stores in the U.S., Canada and U.K. and 
online at www. VictoriasSecret.com. Additionally, Victoria’s Secret has more than 390 stores and various small- 
format locations in more than 75 other countries operating under franchise, license and wholesale arrangements. 


Bath & Body Works 


Bath & Body Works is one of the leading specialty retailers of personal care, soaps, sanitizers and home 
fragrance products. We sell our Bath & Body Works products at more than 1,600 Bath & Body Works stores in 
the U.S. and Canada and online at www.BathandBodyWorks.com. Additionally, Bath & Body Works has 

125 stores in 30 other countries operating under franchise, license and wholesale arrangements. 


Other Brands 


La Senza is a specialty retailer of women’s intimate apparel. We sell our La Senza products at more than 120 La 
Senza stores in Canada and online at www.LaSenza.com. Additionally, La Senza has more than 220 stores in 
29 other countries operating under franchise, license and wholesale arrangements. 


Henri Bendel sells handbags, jewelry and other accessory products through our New York flagship and 28 other 
stores, as well as online at www. HenriBendel.com. 


Divestiture 


In the first quarter of 2015, the Company divested its remaining ownership interest in its third-party apparel 
sourcing business to Sycamore Partners. For additional information, see Note 7 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplementary Data. 


Fiscal Year 


Our fiscal year ends on the Saturday nearest to January 31. As used herein, “2015,” “2014,” “2013” and “2011” 
refer to the 52-week periods ending January 30, 2016, January 31, 2015, February 1, 2014 and January 28, 2012, 
respectively. “2012” refers to the 53-week period ending February 2, 2013. 


Real Estate 
Company-owned Retail Stores 


Our company-owned retail stores are located in shopping malls, lifestyle centers and street locations in the U.S., 
Canada and U.K. As a result of our strong brand and established retail presence, we have been able to lease high- 
traffic locations in most retail centers in which we operate. Substantially all of our stores were profitable in 2015. 
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The following table provides the retail businesses and the number of our company-owned retail stores in 
operation for each business as of January 30, 2016 and January 31, 2015. 


January 30, January 31, 
2016 2015 


Victoria’s Secret Stores U.S... 0... eee 990 983 


PINK Wi Ss 0 od Biocta oReaeid Apidos e shee aad dal ed obi hee ee 128 115 
Victoria’s Secret Canada ....... 0.0... ccc cee eee 37 31 
PINK: Catiada. <.ii624045-2005 beds he te he a hee bn Seat 9 10 
Bath:.& Body Works U.S. eoccsiacdccegaceg oe ane aoe eee eae ances 1,574 1,558 
Bath & Body Works Canada............... 000000 e eee eee 98 88 
Victoria’s Secret U.K... 1... eens 12 8 
PINK WK. 232-63-234.4-b0:008 bela bta bb tind bd ota ted 2 2 
La Senza Canada .... 0... ee een eens 126 145 
Henri Bendel 5 iain cb 6 cree ayia ee 2 ee Gaede whi eae 29 29 
WObel Les socenersenye eters ar cen csetetemadeoe Sictan edecosecanes a iin ane ese 4s eee Beko 3,005 2,969 


The following table provides the changes in the number of our company-owned retail stores operated for the past 
five fiscal years: 


Beginning 
Fiscal Year of Year Opened Closed End of Year 
OS: 94 pak atu cauconsca uneeeeeeeie say eee ues 2,969 7 (36) 3,005 
DOI gre anscesecta cup ercpaesgsrsasiapdians aieca Gace ieu ete gn at 2,923 81 (35) 2,969 
2013s a Sides Seti oe bbe bata side ein Sees 2,876 81 (34) 2,923 
DOVD:. rari siecics aca scis Sytoe Bhat 30% oe be ecayh e.g ete dk Boh Mee AMS 2,941 48 (113) 2,876 
QOL sing eine ae has et Awees Ghee ese on gS. ee 2,968 40 (67) 2,941 


Franchise, License and Wholesale Arrangements 


In addition to our company-owned stores, our products are sold at hundreds of partner locations in over 

80 countries. We have arrangements with unaffiliated partners to operate Victoria’s Secret, Bath & Body Works 
and La Senza stores throughout the world. Under these arrangements, third parties operate stores that sell our 
products under our brand names. Revenue recognized under franchise and license arrangements generally 
consists of royalties earned and recognized upon sale of merchandise by franchise and license partners to retail 
customers. Revenue is generally recognized under wholesale arrangements at the time the title passes to the 
partner. We continue to increase the number of locations under these types of arrangements as part of our 
international expansion. 


The following table provides the number of our international stores operated by our partners for each business as 
of January 30, 2016 and January 31, 2015. 


January 30, January 31, 
2016 2015 


Victoria’s Secret Beauty and Accessories ................4-. 373 290 
ViICIOEla' S. SOCIEL i.e wk hasan k tk Veet 63 de eee ees anes 16 13 
BUN as dics dat Fo edit eo et eee ee Pgs ule CEU dbs cei erate 3 1 
Bath. & Body, Works: .56:..006 cede ene aces ebee dee sdeapee ans 125 80 
La S60Z4n i ses sheers £6.08 hha been sti Genet tataoe bead 221 266 
VOtal, ont ake aka geod aetan Meee V ae Heed he Seas Be end 738 650 


Our Strengths 


We believe the following competitive strengths contribute to our leading market position, differentiate us from 
our competitors and will drive future growth: 


Industry Leading Brands 


We believe that our three flagship brands, Victoria’s Secret, PINK and Bath & Body Works, are highly 
recognized and others, including La Senza and Henri Bendel, exhibit brand recognition which provides us with a 
competitive advantage. These brands are aspirational at accessible price points and have a loyal customer base. 
These brands allow us to target markets across the economic spectrum, across demographics and across the 
world. 


e At Victoria’s Secret, we market glamorous and sexy product lines to our customers, such as Body by 
Victoria, Angels and Very Sexy. While bras and panties are the core of what we do, this brand also gives 
our customers choices in loungewear, accessories, fragrances, personal care, swimwear and athletic attire. 


e At PINK, we market products to the college-aged woman. While bras and panties are the core of what we 
do, this brand also gives our customers choices in loungewear, accessories, fragrances, personal care, 
swimwear and athletic attire. 


¢ Bath & Body Works caters to our customers’ entire well-being, providing shower gels and lotions, 
aromatherapy, soaps and sanitizers, home fragrance and personal care accessories. 


In-Store Experience and Store Operations 


We view our customers’ in-store experience as an important vehicle for communicating the image of each brand. 
We utilize visual presentation of merchandise, in-store marketing, music and our sales associates to reinforce the 
image represented by the brands. 


Our in-store marketing is designed to convey the principal elements and personality of each brand. The store 
design, furniture, fixtures and music are all carefully planned and coordinated to create a unique shopping 
experience. Every brand displays merchandise uniformly to ensure a consistent store experience, regardless of 
location. Store managers receive detailed plans designating fixture and merchandise placement to ensure 
coordinated execution of the company-wide merchandising strategy. 


Our sales associates and managers are a central element in creating the atmosphere of the stores by providing a 
high level of customer service. 


Product Development, Sourcing and Logistics 


We believe a large part of our success comes from frequent and innovative product launches, which include bra 
launches at Victoria’s Secret and La Senza and new fragrance launches at Bath & Body Works. Our merchant, 
design and sourcing teams have a long history of bringing innovative products to our customers. Additionally, we 
believe that our sourcing function (Mast Global) has a long and deep presence in the key sourcing markets 
including those in the U.S. and Asia, which helps us partner with the best manufacturers and get high-quality 
products quickly. 


Experienced and Committed Management Team 


We were founded in 1963 and have been led since inception by Leslie H. Wexner. Our senior management team 
has a wealth of retail and business experience at L Brands, Inc. and other companies such as The Gap, Inc., The 
Home Depot, Land’s End, Levi Strauss and Yum Brands. We believe that we have one of the most experienced 
management teams in retail. 


Additional Information 
Merchandise Suppliers 


During 2015, we purchased merchandise from approximately 400 suppliers located throughout the world. No 
supplier provided 10% or more of our merchandise purchases. 


Distribution and Merchandise Inventory 


Most of our merchandise is shipped to our distribution centers in the Columbus, Ohio area. We use a variety of 
shipping terms that result in the transfer of title to the merchandise at either the point of origin or point of 
destination. 


Our policy is to maintain sufficient quantities of inventories on hand in our retail stores and distribution centers 
to enable us to offer customers an appropriate selection of current merchandise. We emphasize rapid turnover 
and take markdowns as required to keep merchandise fresh and current. 


Information Systems 


Our management information systems consist of a full range of retail, financial and merchandising systems. The 
systems include applications related to point-of-sale, e-commerce, merchandising, planning, sourcing, logistics, 
inventory management, data security and support systems including human resources and finance. We continue 
to invest in technology to upgrade core systems to continue to improve our efficiency and accuracy in the 
production and delivery of merchandise to our stores. 


Seasonal Business 


Our operations are seasonal in nature and consist of two principal selling seasons: Spring (the first and second 
quarters) and Fall (the third and fourth quarters). The fourth quarter, including the holiday season, accounted for 
approximately one-third of our net sales for 2015, 2014 and 2013 and is typically our most profitable quarter. 
Accordingly, cash requirements are highest in the third quarter as our inventories build in advance of the holiday 
season. 


Working Capital 


We fund our business operations through a combination of available cash and cash equivalents and cash flows 
generated from operations. In addition, our revolving credit facilities are available for additional working capital 
needs and investment opportunities. 


Regulation 


We and our products are subject to regulation by various federal, state, local and foreign regulatory authorities. 
We are subject to a variety of customs regulations and international trade arrangements. 


Trademarks and Patents 


Our trademarks and patents, which constitute our primary intellectual property, have been registered or are the 
subject of pending applications in the United States Patent and Trademark Office and with the registries of many 
foreign countries and/or are protected by common law. We believe our products are identified by our intellectual 
property and, thus, our intellectual property is of significant value. Accordingly, we intend to maintain our 
intellectual property and related registrations and vigorously protect our intellectual property assets against 
infringement. 


Segment Information 


We have three reportable segments: Victoria’s Secret, Bath & Body Works and Victoria’s Secret and Bath & 
Body Works International. For additional information, including the financial results of our reportable segments, 
see Note 19 to the Consolidated Financial Statements included in Item 8. Financial Statements and 
Supplementary Data. 


Other Information 


For additional information about our business, including our net sales and profits for the last three years and 
selling square footage, see Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations. 


Competition 


The sale of women’s intimate and other apparel, personal care and beauty products and accessories through retail 
stores is a highly competitive business with numerous competitors, including individual and chain specialty 
stores, department stores and discount retailers. Brand image, marketing, design, price, service, assortment and 
quality are the principal competitive factors in retail store sales. Our online businesses compete with numerous 
online merchandisers. Image presentation, fulfillment and the factors affecting retail store sales discussed above 
are the principal competitive factors in online sales. 


Associate Relations 


As of January 30, 2016, we employed approximately 87,900 associates; 65,000 of whom were part-time. In 
addition, temporary associates are hired during peak periods, such as the holiday season. 


Executive Officers of Registrant 


Set forth below is certain information regarding our executive officers. 


Leslie H. Wexner, 78, has been our Chief Executive Officer since our founding in 1963 and Chairman of the 
Board of Directors since 1975. 


Stuart B. Burgdoerfer, 52, has been our Executive Vice President and Chief Financial Officer since April 2007. 


Nicholas P. M. Coe, 53, has been our Chief Executive Officer and President of Bath & Body Works since August 
2011. 


Charles C. McGuigan, 59, has been our Chief Operating Officer since May 2012 and our Chief Executive Officer 
and President of Mast Global since February 2011. 


Sharen J. Turney, 59, served as the Chief Executive Officer and President of Victoria’s Secret since July 2006. 
On February 12, 2016, we announced her resignation and Leslie H. Wexner assumed leadership of Victoria’s 
Secret. 


Available Information 


We are subject to the reporting requirements of the Exchange Act and its rules and regulations. The Exchange 
Act requires us to file reports, proxy statements and other information with the U.S. Securities and Exchange 
Commission (“SEC”). Copies of these reports, proxy statements and other information can be read and copied at: 


SEC Public Reference Room 
100 F Street NE 
Washington, D.C. 20549 


Information on the operation of the Public Reference Room may be obtained by calling the SEC at 1-800-SEC- 
0330. The SEC maintains a website that contains reports, proxy statements and other information regarding 
issuers that file electronically with the SEC. These materials may be obtained electronically by accessing the 
SEC’s website at www.sec.gov. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current 
reports on Form 8-K and amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the 
Exchange Act are available, free of charge, on our website at www.lb.com. 


Copies of any of the above-referenced documents will also be made available, free of charge, upon written 
request to: 


L Brands, Inc. 

Investor Relations Department 
Three Limited Parkway 
Columbus, Ohio 43230 


ITEM 1A.RISK FACTORS. 


We caution that any forward-looking statements (as such term is defined in the Private Securities Litigation 
Reform Act of 1995) contained in this report or made by our company or our management involve risks and 
uncertainties and are subject to change based on various factors, many of which are beyond our control. 
Accordingly, our future performance and financial results may differ materially from those expressed or implied 
in any such forward-looking statements. Words such as “estimate,” “project,” “plan,” “believe,” “expect,” 
“anticipate,” “intend,” “planned,” “potential” and any similar expressions may identify forward-looking 
statements. Risks associated with the following factors, among others, in some cases have affected and in the 
future could affect our financial performance and actual results and could cause actual results to differ materially 
from those expressed or implied in any forward-looking statements included in this report or otherwise made by 


our company or our management: 


99 66 29 66 


* general economic conditions, consumer confidence, consumer spending patterns and market disruptions 
including severe weather conditions, natural disasters, health hazards, terrorist activities, financial crises, 
political crises or other major events, or the prospect of these events; 


e the seasonality of our business; 

e the dependence on mall traffic and the availability of suitable store locations on appropriate terms; 
¢ our ability to grow through new store openings and existing store remodels and expansions; 

e our ability to successfully expand internationally and related risks; 

¢ our relationships with independent franchise, license and wholesale partners; 

¢ our direct channel businesses; 

¢ our ability to protect our reputation and our brand images; 


¢ our ability to attract customers with marketing, advertising and promotional programs; 
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¢ our ability to protect our trade names, trademarks and patents; 
e the highly competitive nature of the retail industry and the segments in which we operate; 


* consumer acceptance of our products and our ability to keep up with fashion trends, develop new 
merchandise and launch new product lines successfully; 


¢ our ability to source, distribute and sell goods and materials on a global basis, including risks related to: 
e political instability, significant health hazards, environmental hazards or natural disasters; 
e duties, taxes and other charges; 
e legal and regulatory matters; 
¢ volatility in currency exchange rates; 
¢ local business practices and political issues; 
¢ potential delays or disruptions in shipping and transportation and related pricing impacts; 
e disruption due to labor disputes; and 
e changing expectations regarding product safety due to new legislation; 

* our geographic concentration of supplier and distribution facilities in central Ohio; 

e fluctuations in foreign currency exchange rates; 

e — stock price volatility; 

¢ our ability to pay dividends and related effects; 

¢ our ability to maintain our credit rating; 

e our ability to service or refinance our debt; 

e our ability to retain key personnel; 

¢ our ability to attract, develop and retain qualified employees and manage labor-related costs; 


e the ability of our manufacturers to deliver products in a timely manner, meet quality standards and comply 
with applicable laws and regulations; 


e fluctuations in product input costs; 

e fluctuations in energy costs; 

e increases in the costs of mailing, paper and printing; 

e claims arising from our self-insurance; 

¢ our ability to implement and maintain information technology systems and to protect associated data; 

¢ our ability to maintain the security of customer, associate, supplier or company information; 

¢ our ability to comply with regulatory requirements; 

e legal and compliance matters; and 

e tax matters. 
We are not under any obligation and do not intend to make publicly available any update or other revisions to 
any of the forward-looking statements contained in this report to reflect circumstances existing after the date of 


this report or to reflect the occurrence of future events even if experience or future events make it clear that any 
expected results expressed or implied by those forward-looking statements will not be realized. 


The following discussion of risk factors contains “forward-looking statements.” These risk factors may be 
important to understanding any statement in this Form 10-K, other filings or in any other discussions of our 
business. The following information should be read in conjunction with Item 7. Management’s Discussion and 
Analysis of Financial Condition and Results of Operation and Item 8. Financial Statements and Supplementary 
Data. 


In addition to the other information set forth in this report, the reader should carefully consider the following 
factors which could materially affect our business, financial condition or future results. The risks described 
below are not our only risks. Additional risks and uncertainties not currently known or that are currently deemed 
to be immaterial may also adversely affect our business, operating results and/or financial condition in a material 
way. 


Our net sales, profit results and cash flows are sensitive to, and may be affected by, general economic 
conditions, consumer confidence, spending patterns, weather or other market disruptions. 


Our net sales, profit, cash flows and future growth may be affected by negative local, regional, national or 
international political or economic trends or developments that reduce the consumers’ ability or willingness to 
spend, including the effects of national and international security concerns such as war, terrorism or the threat 
thereof. In addition, market disruptions due to severe weather conditions, natural disasters, health hazards or 
other major events or the prospect of these events could also impact consumer spending and confidence levels. 
Purchases of women’s intimate and other apparel, beauty and personal care products and accessories often 
decline during periods when economic or market conditions are unsettled or weak. In such circumstances, we 
may increase the number of promotional sales, which could have a material adverse effect on our results of 
operations, financial condition and cash flows. 


Extreme weather conditions in the areas in which our stores are located, particularly in markets where we have 
multiple stores, could adversely affect our business. For example, heavy snowfall, rainfall or other extreme 
weather conditions over a prolonged period might make it difficult for our customers to travel to our stores and 
thereby reduce our sales and profitability. 


Our net sales, operating income, cash and inventory levels fluctuate on a seasonal basis. 


We experience major seasonal fluctuations in our net sales and operating income, with a significant portion of 
our operating income typically realized during the fourth quarter holiday season. Any decrease in sales or 
margins during this period could have a material adverse effect on our results of operations, financial condition 
and cash flows. 


Seasonal fluctuations also affect our cash and inventory levels, since we usually order merchandise in advance of 
peak selling periods and sometimes before new fashion trends are confirmed by customer purchases. We must 
carry a significant amount of inventory, especially before the holiday season selling period. If we are not 
successful in selling inventory, we may have to sell the inventory at significantly reduced prices or may not be 
able to sell the inventory at all, which could have a material adverse effect on our results of operations, financial 
condition and cash flows. 


Our net sales depend on a volume of traffic to our stores and the availability of suitable lease space. 


Most of our stores are located in retail shopping areas including malls and other types of retail centers. Sales at 
these stores are derived, in part, from the volume of traffic in those retail areas. Our stores benefit from the 
ability of the retail center and other attractions in an area, including “destination” retail stores, to generate 
consumer traffic in the vicinity of our stores. Sales volume and retail traffic may be adversely affected by factors 
that we cannot control, such as economic downturns or changes in consumer demographics in a particular area, 
competition from internet and other retailers and other retail areas where we do not have stores, the closing or 
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decline in popularity of other stores in the shopping areas where our stores are located and the deterioration in the 
financial condition of the operators of the shopping areas or developers in which our stores are located. 


Part of our future growth is significantly dependent on our ability to operate stores in desirable locations with 
capital investment and lease costs providing the opportunity to earn a reasonable return. We cannot be sure as to 
when or whether such desirable locations will become available at reasonable costs. Some of our store locations, 
such as our Victoria’s Secret flagship stores, require significant upfront capital investment and have material 
lease commitments. Additionally, we are dependent upon the suitability of the lease spaces that we currently use. 
The leases that we enter into are generally non-cancelable leases with initial terms of ten years. If we determine 
that it is no longer economical to operate a store and decide to close it, we may remain obligated under the 
applicable lease for, among other things, payment of the base rent for the balance of the lease term. 


These risks could have a material adverse effect on our ability to grow and our results of operations, financial 
condition and cash flows. 


Our ability to grow depends in part on new store openings and existing store remodels and expansions. 


Our continued growth and success will depend in part on our ability to open and operate new stores and expand 
and remodel existing stores on a timely and profitable basis. Accomplishing our new and existing store 
expansion goals will depend upon a number of factors, including the ability to partner with developers and 
landlords to obtain suitable sites for new and expanded stores at acceptable costs, the hiring and training of 
qualified personnel and the integration of new stores into existing operations. There can be no assurance we will 
be able to achieve our store expansion goals, manage our growth effectively, successfully integrate the planned 
new stores into our operations or operate our new, remodeled and expanded stores profitably. These risks could 
have a material adverse effect on our ability to grow and results of operations, financial condition and cash flows. 


Our plans for international expansion include risks that could impact our results and reputation. 


We intend to further expand into international markets, including mainland China and other international 
markets, through partner arrangements and/or company-owned stores. The risks associated with our expansion 
into international markets include difficulties in attracting customers due to a lack of customer familiarity with 
our brands, our lack of familiarity with local customer preferences and seasonal differences in the market. 
Further, entry into other markets may bring us into competition with new competitors or with existing 
competitors with an established market presence. Other risks include general economic conditions in specific 
countries or markets, disruptions or delays in shipments, changes in diplomatic and trade relationships, political 
instability and foreign governmental regulation. Such expansions will also have upfront investment costs that 
may not be accompanied by sufficient revenues to achieve typical or expected operational and financial 
performance. 


We also have risks related to identifying suitable partners. In addition, certain aspects of these arrangements are 
not directly within our control, such as the ability of these third parties to meet their projections regarding store 
openings and sales and their compliance with federal and local law. We cannot ensure the profitability or success 
of our expansion into international markets. 


Further, our results of operations and financial condition may be adversely affected by fluctuations in currency 
exchange rates. See “Fluctuations in foreign currency exchange rates could adversely impact our financial 


condition and results of operations” below. 


These risks could have a material adverse effect on our results of operations, financial condition and cash flows. 


Our licensees, franchisees and wholesalers could take actions that could harm our business or brand 
images. 


We have global representation through independently owned stores operated by our partners. Although we have 
criteria to evaluate and select prospective partners, the level of control we can exercise over our partners is 
limited, and the quality and success of their operations may be diminished by any number of factors beyond our 
control. For example, our partners may not have the business acumen or financial resources necessary to 
successfully operate stores in a manner consistent with our standards and may not hire and train qualified store 
managers and other personnel. Our brand image and reputation may suffer materially, and our sales could decline 
if our partners do not operate successfully. These risks could have an adverse effect on our results of operations, 
financial condition and cash flows. 


Our direct channel businesses include risks that could have an effect on our results. 


Our direct operations are subject to numerous risks that could have a material adverse effect on our results. Risks 
include, but are not limited to, the difficulty in recreating the in-store experience through our direct 

channels; domestic or international resellers purchasing merchandise and reselling it outside our control; our 
ability to anticipate and implement innovations in technology and logistics in order to appeal to existing and 
potential customers who increasingly rely on multiple channels to meet their shopping needs; the failure of and 
risks related to the systems that operate our web infrastructure, websites and the related support systems, 
including computer viruses, theft of customer information, privacy concerns, telecommunication failures and 
electronic break-ins and similar disruptions; and risks related to the fulfillment of direct-to-consumer orders such 
as not adequately predicting customer demand. 


Our failure to maintain efficient and uninterrupted order-taking and fulfillment operations could also have a 
material adverse effect on our results. The satisfaction of our online customers depends on their timely receipt of 
merchandise. If we encounter difficulties with the distribution facilities, or if the facilities were to shut down for 
any reason, including as a result of fire or other natural disaster or work stoppage, we could face shortages of 
inventory; incur significantly higher costs and longer lead times associated with distributing our products to our 
customers; and cause customer dissatisfaction. 


Any of these issues could have a material adverse effect on our operations, financial condition and cash flows. 


Our ability to protect our reputation could have a material effect on our brand images. 


Our ability to maintain our reputation is critical to our brand images. Our reputation could be jeopardized if we 
fail to maintain high standards for merchandise quality and integrity. Any negative publicity, including 
information publicized through traditional or social media platforms and similar venues such as blogs, websites 
and other forums, may affect our reputation and brand and, consequently, reduce demand for our merchandise, 
even if such publicity is unverified or inaccurate. 


Failure to comply with ethical, social, product, labor and environmental standards, or related political 
considerations, could also jeopardize our reputation and potentially lead to various adverse consumer actions, 
including boycotts. Failure to comply with local laws and regulations, to maintain an effective system of internal 
controls, to maintain the security of customer, associate, supplier or company information or to provide accurate 
and timely financial statement information could also hurt our reputation. Damage to our reputation or loss of 
consumer confidence for any of these or other reasons could have a material adverse effect on our results of 
operations, financial condition and cash flows, as well as require additional resources to rebuild our reputation. 
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If our marketing, advertising and promotional programs are unsuccessful, or if our competitors are more 
effective with their programs than we are, our revenue or results of operations may be adversely affected. 


Customer traffic and demand for our merchandise is influenced by our advertising, marketing and promotional 
activities, the name recognition and reputation of our brands and the location of and service offered in our stores. 
Although we use marketing, advertising and promotional programs to attract customers through various media 
including television, social media, database marketing and print, some of our competitors may expend more for 
their programs than we do, or use different approaches than we do, which may provide them with a competitive 
advantage. Our programs may not be effective or could require increased expenditures, which could have a 
material adverse effect on our revenue and results of operations. 


Our ability to adequately protect our trade names, trademarks and patents could have an impact on our 
brand images and ability to penetrate new markets. 


We believe that our trade names, trademarks and patents are important assets and an essential element of our 
strategy. We have obtained or applied for federal registration of these trade names, trademarks and patents and 
have applied for or obtained registrations in many foreign countries. There can be no assurance that we will 
obtain such registrations or that the registrations we obtain will prevent the imitation of our products or 
infringement of our intellectual property rights by others. In particular, the laws of certain foreign countries may 
not protect proprietary rights to the same extent as the laws of the United States. If any third-party copies our 
products or our stores in a manner that projects lesser quality or carries a negative connotation, it could have a 
material adverse effect on our brand image and reputation as well as our results of operations, financial condition 
and cash flows. 


Our ability to compete favorably in our highly competitive segment of the retail industry could impact our 
results. 


The sale of women’s intimate and other apparel, personal care products and accessories is highly competitive. 
We compete for sales with a broad range of other retailers, including individual and chain specialty stores, 
department stores and discount retailers. In addition to the traditional store-based retailers, we also compete with 
direct marketers or retailers that sell similar lines of merchandise and who target customers through online 
channels. Brand image, marketing, design, price, service, assortment, quality, image presentation and fulfillment 
are all competitive factors in both the store-based and online channels. 


Some of our competitors may have greater financial, marketing and other resources available. In many cases, our 
competitors sell their products in stores that are located in the same shopping malls and centers as our stores. In 
addition to competing for sales, we compete for favorable site locations and lease terms in shopping malls and 
centers. 


Increased competition could result in price reductions, increased marketing expenditures and loss of market 
share, any of which could have a material adverse effect on our results of operations, financial condition and cash 
flows. 


Our ability to remain current with fashion trends and launch new product lines successfully could impact 
the image and relevance of our brands. 


Our success depends in part on management’s ability to effectively anticipate and respond to changing fashion 
preferences and consumer demands and to translate market trends into appropriate, saleable product offerings in 
advance of the actual time of sale to the customer. Customer demands and fashion trends change rapidly. If we 
are unable to successfully anticipate, identify or react to changing styles or trends or we misjudge the market for 
our products or any new product lines, our sales will be lower, potentially resulting in significant amounts of 
unsold finished goods inventory. In response, we may be forced to increase our marketing promotions or price 
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markdowns. These risks could have a material adverse effect on our brand image and reputation as well as our 
results of operations, financial condition and cash flows. 


We may be impacted by our ability to adequately source, distribute and sell merchandise and other 
materials on a global basis. 


We source merchandise and other materials directly in international markets and in our domestic market. We 
distribute merchandise and other materials globally to our partners in international locations and to our stores. 
Many of our imports and exports are subject to a variety of customs regulations and international trade 
arrangements, including existing or potential duties, tariffs or safeguard quotas. We compete with other 
companies for production facilities. 


We also face a variety of other risks generally associated with doing business on a global basis. For example: 


¢ political instability, significant health hazards, environmental hazards or natural disasters which could 
negatively affect international economies, financial markets and business activity; 


¢ imposition of new or retaliatory trade duties, sanctions or taxes and other charges on imports or exports; 
* evolving or complex legal and regulatory matters; 
e volatility in currency exchange rates; 


¢ local business practice and political issues (including issues relating to compliance with domestic or 
international labor standards) which may result in adverse publicity or threatened or actual adverse 
consumer actions, including boycotts; 


¢ potential delays or disruptions in shipping and transportation and related pricing impacts; 
e disruption due to labor disputes; and 


e changing expectations regarding product safety due to new legislation or other factors. 


We also rely upon third-party transportation providers for substantially all of our product shipments, including 
shipments to and from our distribution centers, our stores and to our customers. Our utilization of these delivery 
services for shipments is subject to risks, including increases in fuel prices, which would increase our shipping 
costs, and employee strikes and inclement weather, which may impact our transportation providers’ ability to 
provide delivery services that adequately meet our shipping needs. 


Our future performance will depend upon these and the other factors listed above which are beyond our control 
and could have a material adverse effect on our results of operations, financial condition and cash flows. 


We rely on a number of supplier and distribution facilities located in the same vicinity, making our 
business susceptible to local and regional disruptions or adverse conditions. 


To achieve the necessary speed and agility in producing our beauty, personal care and home fragrance products, 
we rely heavily on supplier and distribution facilities in close proximity to our headquarters in central Ohio. As a 
result of geographic concentration of the supplier and distribution facilities that we rely upon, our operations are 
susceptible to local and regional factors, such as accidents, system failures, economic and weather conditions, 
natural disasters, demographic and population changes, and other unforeseen events and circumstances. Any 
significant interruption in the operations of these facilities could lead to inventory issues or increased costs, 
which could have a material adverse effect on our results of operations, financial condition and cash flows. 
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Fluctuations in foreign currency exchange rates could impact our financial condition and results of 
operations. 


We are exposed to foreign currency exchange rate risk with respect to our sales, profits, assets and liabilities 
denominated in currencies other than the U.S. dollar. In addition, our royalty arrangements are calculated based 
on sales in local currency and, as such, we are exposed to foreign currency exchange rate fluctuations. Although 
we use foreign currency forward contracts to hedge certain foreign currency risks, these measures may not 
succeed in offsetting all of the short-term negative impact of foreign currency rate movements on our business 
and results of operations. Hedging would generally not be effective in offsetting the long-term impact of 
sustained shifts in foreign exchange rates on our business results. As a result, the fluctuation in the value of the 
U.S. dollar against other currencies could have a material adverse effect on our results of operations, financial 
condition and cash flows. 


Our stock price may be volatile. 


Our stock price may fluctuate substantially as a result of variations in our actual or projected performance or the 
financial performance of other companies in the retail industry. Any guidance that we provide is based on goals 
that we believe, at the time guidance is given, are reasonably attainable. If, or when, we announce actual results 
that differ from those that have been predicted by us, outside investment analysts or others, our stock price could 
be adversely affected. Investors who rely on these predictions when making investment decisions with respect to 
our securities do so at their own risk. 


In addition, the stock market may experience price and volume fluctuations that are unrelated or disproportionate 
to operating performance. 


If we are unable to pay quarterly dividends at intended levels, our reputation and stock price may be 
harmed. 


Our dividend program requires the use of a portion of our cash flow. Our ability to pay dividends will depend on 
our ability to generate sufficient cash flows from operations in the future. This ability may be subject to certain 
economic, financial, competitive and other factors that are beyond our control. Our Board of Directors may, at its 
discretion, decrease the level of dividends or entirely discontinue the payment of dividends at any time. Any 
failure to pay dividends after we have announced our intention to do so may negatively impact our reputation, 
investor confidence in us and negatively impact our stock price. 


Our ability to maintain our credit rating could affect our ability to access capital and could increase our 
interest expense. 


The credit ratings agencies periodically review our capital structure and the quality and stability of our earnings. 
A deterioration in our capital structure or the quality and stability of our earnings could result in a downgrade of 
our credit rating. Any negative ratings actions could constrain the capital available to our company or our 
industry and could limit our access to funding for our operations. We are dependent upon our ability to access 
capital at rates and on terms we determine to be attractive. If our ability to access capital becomes constrained, 
our interest costs will likely increase, which could have a material adverse effect on our results of operations, 
financial condition and cash flows. Additionally, changes to our credit rating could affect our future interest 
costs. 


We may be impacted by our ability to service or refinance our debt. 


We currently have substantial indebtedness. Some of our debt agreements contain covenants which require 
maintenance of certain financial ratios and also, under certain conditions, restrict our ability to pay dividends, 
repurchase common shares and make other restricted payments as defined in those agreements. Our cash flow 
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from operations provides the primary source of funds for our debt service payments. If our cash flow from 
operations declines, we may be unable to service or refinance our current debt. 


We may be impacted by our ability to recruit, train and retain key personnel. 


We believe we have benefited substantially from the leadership and experience of our senior executives, 
including Leslie H. Wexner, Chairman of the Board of Directors and Chief Executive Officer. The loss of the 
services of any of these individuals could have a material adverse effect on our business. Competition for key 
personnel in the retail industry is intense, and our future success will also depend on our ability to recruit, train 
and retain other qualified key personnel. 


We may be impacted by our ability to attract, develop and retain qualified employees and manage labor- 
related costs. 


We believe our competitive advantage is providing a positive, engaging and satisfying experience for each 
individual customer, which requires us to have highly trained and engaged employees. Our success depends in 
part upon our ability to attract, develop and retain a sufficient number of qualified employees, including store 
personnel and talented merchants. The turnover rate in the retail industry is generally high, and qualified 
individuals of the requisite caliber and number needed to fill these positions may be in short supply in some 
areas. Competition for such qualified individuals or changes in labor and healthcare laws could require us to 
incur higher labor costs. Our inability to recruit a sufficient number of qualified individuals in the future may 
delay planned openings of new stores or affect the speed with which we expand. Delayed store openings, 
significant increases in employee turnover rates or significant increases in labor-related costs could have a 
material adverse effect on our results of operations, financial condition and cash flows. 


We may be impacted by our manufacturers’ ability to manufacture and deliver products in a timely 
manner, meet quality standards and comply with applicable laws and regulations. 


We purchase products through contract manufacturers and importers and directly from third-party manufacturers. 
Factors outside our control, such as manufacturing or shipping delays or quality problems, could disrupt 
merchandise deliveries and result in lost sales, cancellation charges or excessive markdowns. 


In addition, quality problems could result in a product liability judgment or a widespread product recall that may 
negatively impact our sales and profitability for a period of time depending on product availability, competition 
reaction and consumer attitudes. Even if the product liability claim is unsuccessful or is not fully pursued, the 
negative publicity surrounding any assertions could adversely impact our reputation with existing and potential 
customers and our brand image. 


Our business could also suffer if our third-party manufacturers fail to comply with applicable laws and 
regulations. While our internal and vendor operating guidelines promote ethical business practices and our 
employees periodically visit and monitor the operations of our third-party manufacturers, we do not control these 
manufacturers or their practices. The violation of labor, environmental or other laws by a third-party 
manufacturer used by us, or the divergence of a third-party manufacturer’s or partner’s labor or environmental 
practices from those generally accepted as ethical or appropriate, could interrupt or otherwise disrupt the 
shipment or finished products to us or damage our reputation. 


These risks could have a material adverse effect on our results of operations, financial condition and cash flows. 


Our results may be affected by fluctuations in product input costs. 


Product input costs, including manufacturing, freight, labor and raw materials, fluctuate. These fluctuations may 
result in an increase in our production costs. We may not be able to, or may elect not to, pass these increases on 
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to our customers which may adversely impact our profit margins. These risks could have a material adverse 
effect on our results of operations, financial condition and cash flows. 


Our results may be affected by fluctuations in energy costs. 


Energy costs have fluctuated dramatically in the past. These fluctuations may result in an increase in our 
transportation costs for distribution, utility costs for our retail stores and costs to purchase products from our 
manufacturers. A continual rise in energy costs could adversely affect consumer spending and demand for our 
products and increase our operating costs, both of which could have a material adverse effect on our results of 
operations, financial condition and cash flows. 


We may be impacted by increases in costs of mailing, paper and printing. 


Postal rate increases and paper and printing costs will affect the cost of our order fulfillment and promotional 
mailings. We rely on discounts from the basic postal rate structure, such as discounts for bulk mailings and 
sorting. Future paper and postal rate increases could adversely impact our earnings if we are unable to recover 
these costs or if we are unable to implement more efficient printing, mailing, delivery and order fulfillment 
systems. These risks could have a material adverse effect on our results of operations, financial condition and 
cash flows. 


We self-insure certain risks and may be impacted by unfavorable claims experience. 


We are self-insured for various types of insurable risks including associate medical benefits, workers’ 
compensation, property, general liability and automobile up to certain stop-loss limits. Claims are difficult to 
predict and may be volatile. Any adverse claims experience could have a material adverse effect on our results of 
operations, financial condition and cash flows. 


We significantly rely on our ability to implement and sustain information technology systems and to 
protect associated data. 


Our success depends, in part, on the secure and uninterrupted performance of our information technology 
systems. Our information technology systems, as well as those of our service providers, are vulnerable to damage 
from a variety of sources, including telecommunication failures, malicious human acts and natural disasters. 
Moreover, despite network security measures, some of our servers and those of our service providers are 
potentially vulnerable to physical or electronic break-ins, computer viruses and similar disruptive problems. 
Additionally, these types of problems could result in a breach of confidential customer, merchandise, financial or 
other important information which could result in damage to our reputation and/or litigation. The increased use 
of smartphones, tablets and other mobile devices may also heighten these and other operational risks. Despite the 
precautions we have taken, unanticipated problems may nevertheless cause failures in our information 
technology systems. Sustained or repeated system disruptions that interrupt our ability to process orders and 
deliver products to the stores, impact our consumers’ ability to access our websites in a timely manner or expose 
confidential customer, merchandise, financial or other important information could have a material adverse effect 
on our results of operations, financial condition and cash flows. 


In addition, from time to time, we make modifications and upgrades to the information technology systems for 
point-of-sale, e-commerce, merchandising, planning, sourcing, logistics, inventory management and support 
systems including human resources and finance. Modifications involve replacing legacy systems with successor 
systems, making changes to legacy systems or acquiring new systems with new functionality. We are aware of 
inherent risks associated with replacing these systems, including not accurately capturing data and system 
disruptions. Information technology system disruptions, if not anticipated and appropriately mitigated, could 
have a material adverse effect on our operations, financial condition and cash flows. 
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Our ability to maintain the security of customer, associate, supplier or company information could have an 
impact on our reputation and our results. 


Information systems are susceptible to an increasing threat of continually evolving cybersecurity risks. Any 
significant compromise or breach of our data security could significantly damage our reputation with our 
customers, employees, investors and other third parties; cause the disclosure of confidential customer, associate, 
supplier or company information; cause our customers to stop shopping with us; and result in significant legal, 
regulatory and financial liabilities and lost revenues. While we have implemented systems and processes to 
protect against unauthorized access to our information systems and prevent data loss, there is no guarantee that 
these procedures are adequate to safeguard against all data security breaches. In addition to our own networks 
and databases, we use third-party service providers to store, process and transmit certain of this information on 
our behalf. Although we contractually require these service providers to implement and use reasonable security 
measures, we cannot control third parties and cannot guarantee that a security breach will not occur in their 
systems. We have confidential security measures in place to protect our physical facilities and information 
technology systems from attacks. Despite these measures, we may be vulnerable to targeted or random security 
breaches, acts of vandalism, computer viruses, misplaced or lost data, programming and/or human errors or 
similar events. 


The regulatory environment related to information security, data collection and privacy is increasingly rigorous, 
with new and constantly changing requirements applicable to our business, and compliance with those 
requirements could result in additional costs, such as costs related to organizational changes, implementing 
additional protection technologies, training employees and engaging consultants. Additionally, we could incur 
lost revenues and face increased litigation as a result of any potential cybersecurity breach. 


These risks could have a material adverse effect on our results of operations, financial condition and cash flows. 


We may be impacted by our ability to comply with regulatory requirements. 


We are subject to numerous regulatory requirements. Our policies, procedures and internal controls are designed 
to comply with all applicable foreign and domestic laws and regulations, including those required by the 
Sarbanes-Oxley Act of 2002, the U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act, the SEC and the 
New York Stock Exchange (the “NYSE”), among others. Although we have put in place policies and procedures 
aimed at ensuring legal and regulatory compliance, our employees, subcontractors, vendors, licensees, 
franchisees and suppliers could take actions that violate these laws and regulations. Any violations of such laws 
or regulations could have an adverse effect on our reputation, market price of our common stock, results of 
operations, financial condition and cash flows. 


It can be difficult to comply with sometimes conflicting regulations in local, national or foreign jurisdictions as 
well as new or changing regulations. Also, changes in such laws could make operating our business more 
expensive or require us to change the way we do business. For example, changes in product safety or other 
consumer protection laws could lead to increased costs for certain merchandise, or additional labor costs 
associated with readying merchandise for sale. It may be difficult for us to oversee regulatory changes impacting 
our business and our responses to changes in the law could be costly and may negatively impact our operations. 


We may be adversely impacted by certain compliance or legal matters. 


We, along with third parties we do business with, are subject to complex compliance and litigation risks. Actions 
filed against us from time to time include commercial, tort, intellectual property, customer, employment, wage 
and hour, data privacy, securities, anti-corruption and other claims, including purported class action lawsuits. The 
cost of defending against these types of claims against us or the ultimate resolution of such claims, whether by 
settlement or adverse court decision, may harm our business. Further, potential claimants may be encouraged to 
bring suits based on a settlement from us or adverse court decisions against us. We cannot currently assess the 
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likely outcome of such suits, but if the outcome were negative, it could have a material adverse effect on our 
reputation, results of operations, financial condition and cash flows. 


In addition, we may be impacted by litigation trends, including class action lawsuits involving consumers and 
shareholders, that could have a material adverse effect on our reputation, market price of our common stock, 
results of operations, financial condition and cash flows. 


We may be impacted by changes in taxation requirements. 


We are subject to income tax in local, national and international jurisdictions. In addition, our products are 
subject to import and excise duties and/or sales or value-added taxes in many jurisdictions. We are also subject to 
the examination of our tax returns and other tax matters by the Internal Revenue Service and other tax authorities 
and governmental bodies. We regularly assess the likelihood of an adverse outcome resulting from these 
examinations to determine the adequacy of our provision for taxes. There can be no assurance as to the outcome 
of these examinations. Fluctuations in tax rates and duties, changes in tax legislation or regulation or adverse 
outcomes of these examinations could have a material adverse effect on our results of operations, financial 
condition and cash flows. 


ITEM 1B. UNRESOLVED STAFF COMMENTS. 


None. 


ITEM 2. PROPERTIES. 


The following table provides the location, use and size of our distribution, corporate and product development 
facilities as of January 30, 2016: 


Approximate 

Square 

Location Use Footage 
Columbus, Ohio area ................. Corporate, distribution and shipping 6,938,000 
New York, New York ................. Office, sourcing and product development/design 600,000 
Montreal, Quebec, Canada ............. Office 60,000 
Kettering; O10. e.cesscieecteardcacete Raced ce Call center 94,000 
Hong Kong 3.205 c3500000 468d ew tsa sane Office and sourcing 60,000 
Various international locations .......... Office and sourcing 145,000 


United States 


Our business for the Victoria’s Secret, Bath & Body Works and Victoria’s Secret and Bath & Body Works 
International segments is principally conducted from office, distribution and shipping facilities located in the 
Columbus, Ohio area. Additional facilities are located in New York, New York and Kettering, Ohio. 


Our distribution and shipping facilities consist of eight buildings located in the Columbus, Ohio area. These 
buildings, including attached office space, comprise approximately 6.9 million square feet. 


As of January 30, 2016, we operate 2,721 retail stores located in leased facilities, primarily in malls and shopping 
centers, throughout the U.S. A substantial portion of these lease commitments consists of store leases generally 


with an initial term of 10 years. The leases expire at various dates between 2016 and 2031. 


Typically, when space is leased for a retail store in a mall or shopping center, we supply all improvements, 
including interior walls, floors, ceilings, fixtures and decorations. The cost of improvements varies widely, 
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depending on the design, size and location of the store. In certain cases, the landlord of the property may provide 
an allowance to fund all or a portion of the cost of improvements, serving as a lease incentive. Rental terms for 
new locations usually include a fixed minimum rent plus a percentage of sales in excess of a specified amount. 
We usually pay certain operating costs such as common area maintenance, utilities, insurance and taxes. For 
additional information, see Note 14 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 


International 

Canada 

We lease offices in the Montreal, Quebec area. 

As of January 30, 2016, we operate 270 retail stores located in leased facilities, primarily in malls and shopping 


centers, throughout the Canadian provinces. A substantial portion of these lease commitments consists of store 
leases generally with an initial term of 10 years. The leases expire on various dates between 2016 and 2030. 


United Kingdom 


As of January 30, 2016, we operate 14 retail stores in leased facilities in the U.K. These lease commitments 
consist of store leases with initial terms ranging from 10 to 35 years expiring on various dates between 2021 and 
2045. 


Other International 
As of January 30, 2016, we also have global representation through stores operated by our partners: 
e 221 La Senza stores in 29 countries; 
e 125 Bath & Body Works stores in 30 countries; 
e 19 Victoria’s Secret stores in 7 Middle Eastern countries; and 
¢ 373 Victoria’s Secret Beauty and Accessories stores and various small-format locations in more than 


75 countries. 


We also operate sourcing-related office facilities in various international locations. 


ITEM 3. LEGAL PROCEEDINGS. 


We are a defendant in a variety of lawsuits arising in the ordinary course of business. Actions filed against our 
Company from time to time include commercial, tort, intellectual property, customer, employment, data privacy, 
securities and other claims, including purported class action lawsuits. Although it is not possible to predict with 
certainty the eventual outcome of any litigation, in the opinion of management, our current legal proceedings are 
not expected to have a material adverse effect on our results of operations, financial condition and cash flows. 


ITEM 4. MINE SAFETY DISCLOSURES. 
Not applicable. 
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PART II 


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES. 


Our common stock (“LB”) is traded on the New York Stock Exchange. As of January 30, 2016, there were 
approximately 40,000 shareholders of record. However, including active associates who participate in our stock 
purchase plan, associates who own shares through our sponsored retirement plans and others holding shares in 
broker accounts under street names, we estimate the shareholder base to be approximately 232,000. 


The following table provides our quarterly market prices and cash dividends per share for 2015 and 2014: 


—_Market Price Cash Dividend 
High Low per Share 

2015 
Fourth: quartets sc.s<5 pink etter is cis tesla eee ee ag ees ee $101.11 $88.66 $0.50 
Third: Quarter csc td bouaee pita dene te eaeedwee 97.93 75.11 0.50 
SECON GUALISR sisci4os.s dic audiane idee aes. Weleig qpe avphge ave dpaeiatied, 92.13 80.42 0.50 
Furst Quarter 6 6. oi8s 6 tawny Dee e ened sa esate eae eee 95.78 82.38 2.50(a) 
2014 
Fourth: quarter: 2 ic. cece a se ebedeidake be ieee eres $ 87.58 $71.46 $0.34 
Third: Quarter’ ws peek site Va ead be ee th dees ates He 73.24 57.93 0.34 
SECONG -QUANER heidi Gps he OE Oks Soaps eet oe 61.95 53.03 0.34 
FUSt.qQUuanel secaeeenseeanhes ae Peer eae eee ale 59.95 50.78 1.34 


(a) In February 2015, our Board of Directors declared an increase in our quarterly common stock dividend from 
$0.34 to $0.50 per share and a special dividend of $2 per share. Both dividends were distributed on March 6, 
2015 to shareholders of record at the close of business on February 20, 2015. 


In February 2016, our Board of Directors declared an increase in our first quarter 2016 common stock dividend 


from $0.50 to $0.60 per share and a special dividend of $2 per share. Both dividends were distributed on 
March 4, 2016 to shareholders of record at the close of business on February 19, 2016. 
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The following graph shows the changes, over the past five-year period, in the value of $100 invested in our 
common stock, the Standard & Poor’s 500 Composite Stock Price Index and the Standard & Poor’s 500 Retail 
Composite Index. The plotted points represent the closing price on the last day of the fiscal year indicated. 


COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN (a) (b) (c) (d) (e) 
AMONG L BRANDS, INC., THE S&P 500 INDEX AND THE S&P RETAIL COMPOSITE INDEX 


Comparison of Cumulative Five Year Total Return 
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——L Brands, Inc. = -@ = S&P 500 Index —As¢=— S&P 500 Retailing 


(a) This table represents $100 invested in stock or in index at the closing price on January 29, 2011, including reinvestment of dividends. 

(b) The January 30, 2016 cumulative total return includes the $2 special dividend in March 2015. 

(c) The January 31, 2015 cumulative total return includes the $1 special dividend in March 2014. 

(d) The February 2, 2013 cumulative total return includes the $1 and $3 special dividends in September 2012 and December 2012, 
respectively. 

(e) The January 28, 2012 cumulative total return includes the $1 and $2 special dividends in May 2011 and December 2011, respectively. 


The following table provides our repurchases of our common stock during the fourth quarter of 2015: 


Total Number 
of Shares Maximum 
Purchased as Dollar Value of Shares 
Total Average Price _ Part of Publicly that May 
Number of Shares Paid per Share Announced Yet be Purchased 
Period Purchased (a) (b) Programs (c) Under the Programs (c) 
(in thousands) (in thousands) 
November 2015 ........ 0.0.0... cece eee 1,186 $92.22 1,177 $28,238 
DeCeMber ZOUS® aries. che eee diseecseard out Soeuantides 7 95.87 — 28,238 
JANUATY 2OVG: scnsiscs doit ese per sogcssane dingo Soeveehcttue 130 90.89 128 16,595 
TlOtAL (3.5 eds Scdncgeoscenee gGehe ES eae aS 1,323 92.10 1,305 


(a) The total number of shares repurchased includes shares repurchased as part of publicly announced programs, with the remainder relating 
to shares repurchased in connection with tax payments due upon vesting of employee restricted stock awards and the use of our stock to 
pay the exercise price on employee stock options. 

(b) The average price paid per share includes any broker commissions. 

(c) For additional share repurchase program information, see Note 17 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 
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ITEM 6. SELECTED FINANCIAL DATA. 


Fiscal Year Ended 
January 30, January 31, February1, February2, January 28, 
2016 2015 2014 2013 (a) 2012 


(in millions) 
Summary of Operations 


Net Sales . eiciaidic oie agente ss gutine es Sllew Brae ebidie $12,154 $11,454 $10,773 $10,459 $10,364 
Gross: Profit 2.3 isco oe ond Oe ee had atest t 5,204 4,808 4,429 4,386 4,057 
Operating Income (b) ................0 0000 2,192 1,953 1,743 1,573 1,238 
Net Incomeén(¢): 2:..:2 date eden daw ens 1,253 1,042 903 753 850 
(as a percentage of net sales) 

Gross Profit... 0.0.0... eee ees 42.8% 42.0% 41.1% 41.9% 39.1% 
Operating Income ...................000000. 18.0% 17.1% 16.2% 15.0% 11.9% 
Net Income: 31225 Siege Sees 23 GS oe 2 A a 10.3% 9.1% 8.4% 7.2% 8.2% 
Per Share Results 
Net Income Per Basic Share ...............00- $ 4.30 $ 3.57 $ 3.12 $ 2.60 $ 2.80 
Net Income Per Diluted Share ................ $ 4.22 $ 3.50 $ 3.05 $ 2.54 $ 2.70 
Dividends Per Share ............0. 0000 ee uee $ 400 $ 236 $ 120 $ 500 $ 3.80 
Weighted Average Diluted Shares Outstanding 

(in millions) 2.2... 0... eee 297 298 296 297 314 
Other Financial Information (in millions) 
Cash and Cash Equivalents ................4. $ 2,548 § 1,681 $1,519 $ 773 $ 935 
Total Assets (d) (€) 20... eee eee 8,493 7,476 F127 5,946 6,049 
Working Capital (€) ..... 0.0.0... eee eee 2,281 1,520 1,296 638 791 
Net Cash Provided by Operating Activities ...... 1,869 1,786 1,248 1,351 1,266 
Capital Expenditures ....................0.. 727 715 691 588 426 
Long-term Debt (d) .................002000- 5,715 4,722 4,711 4,425 3,438 
Other Long-term Liabilities .................. 904 820 7710 818 780 
Shareholders’ Equity (Deficit) ................ (259) 18 (370) (1,015) 137 
Comparable Store Sales Increase (f) ............ 5% 4% 2% 6% 10% 
Return on Average Assets (d) (e) ...........2-- 16% 14% 14% 13% 14% 
Current-Ratio.(¢) vs0 sacace324 68 iwdetwdtatae sé 22 19 1.7 1.4 1.5 
Stores and Associates at End of Year 
Number of Stores (2) 2.2.0... eee eee eee 3,005 2,969 2,923 2,876 2,941 
Selling Square Feet (in thousands) (g) .......... 11,902 11,536 11,169 10,849 10,934 
Number of Associates .............. 0000000 87,900 80,100 94,600 99,400 97,000 


(a) The fiscal year ended February 2, 2013 (“2012”) represents a 53-week fiscal year. 
(b) Operating income includes the effect of the following items: 


(i) In 2012, a $93 million impairment charge related to goodwill and other intangible assets for our La 
Senza business; a $27 million impairment charge related to long-lived stores assets for our Henri 
Bendel business; and $14 million of expense associated with a store closure initiative at La Senza. 

(ii) In 2011, a $232 million impairment charge related to goodwill and other intangible assets for our La 
Senza business; a $111 million gain related to the divestiture of 51% of our third-party apparel 
sourcing business; $163 million of expense related to the charitable contribution of our remaining 


Aik 


(c) 


(d) 


(e) 


(f) 


(g) 


shares of Express to the Limited Brands Foundation; and $24 million of restructuring expenses at La 
Senza. 


In addition to the items previously discussed in (b), net income includes the effect of the following items: 


(i) In 2015, a $69 million gain related to the divestiture of our remaining ownership interest in our third- 
party apparel sourcing business. 


(ii) In 2012, a $13 million gain related to $13 million in cash distributions from certain of our investments 
in Easton, a 1,300 acre planned community in Columbus, Ohio that integrates office, hotel, retail, 
residential and recreational space. 


(iii) In 2011, a $147 million gain related to the charitable contribution of our remaining shares of Express to 
the Limited Brands Foundation; an $86 million gain related to the sale of Express common stock; and 
$56 million of favorable income tax benefits related to certain discrete tax matters. 


For additional information on 2015 items, see the Notes to the Consolidated Financial Statements included 
in Item 8. Financial Statements and Supplementary Data. 


The effect of the items described in (b) and (c) above increased (decreased) earnings per share by $0.23 in 
2015, $(0.38) in 2012 and $0.10 in 2011. 


As further discussed in Note 2 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data, prior year amounts have been recast to reflect the retrospective 
application of Accounting Standards Update (“ASU”) No. 2015-03, Simplifying the Presentation of Debt 
Issuance Costs. 


As further discussed in Note 2 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data, prior year amounts have been recast to reflect the retrospective 
application of ASU No. 2015-17, Balance Sheet Classification of Deferred Taxes. 


The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Therefore, the percentage change in comparable store sales for 2015, 2014, 2013 and 2011 were calculated 
on a 52 to 52 week basis and the percentage change in comparable store sales for 2012 was calculated on a 
53 to 53 week basis. Comparable store sales attributable to our international stores are calculated on a 
constant currency basis. 


Number of stores and selling square feet excludes independently owned Victoria’s Secret Beauty and 
Accessories, Victoria’s Secret International, Bath & Body Works International and La Senza International 
stores operated by our partners. 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS. 


The following discussion and analysis of financial condition and results of operations are based upon our 
Consolidated Financial Statements, which have been prepared in accordance with accounting principles generally 
accepted in the United States of America (“GAAP”) as codified in the Accounting Standards Codification 
(“ASC”). The following information should be read in conjunction with our financial statements and the related 
notes included in Item 8. Financial Statements and Supplementary Data. 


Our operating results are generally impacted by economic changes and, therefore, we monitor the retail 
environment using, among other things, certain key industry performance indicators including competitor 
performance and mall traffic data. These can provide insight into consumer spending patterns and shopping 
behavior in the current retail environment and assist us in assessing our performance as well as the potential 
impact of industry trends on our future operating results. Additionally, we evaluate a number of key performance 
indicators including comparable store sales, gross profit, operating income and other performance metrics such as 
sales per average selling square foot and inventory per selling square foot in assessing our performance. 


Executive Overview 


We have a multi-year goal to grow our business and increase operating margins for our brands by focusing on 
these key business priorities: 


¢ Grow our business in North America; 
e Extend our core brands internationally; and 
¢ Focus on the fundamentals of our business including managing inventory, expenses and capital with 
discipline. 
We also continue to focus on: 
e Attracting and retaining top talent; 
e Maintaining a strong cash and liquidity position while optimizing our capital structure; and 


e — Returning value to our shareholders. 


The following is a discussion of certain of our key business priorities: 


Grow our business in North America 


Our first focus is on the substantial growth opportunity in North America. 


The core of Victoria’s Secret is bras and panties. We see clear opportunities for substantial growth in these 
categories by focusing on product newness and innovation and expanding into under-penetrated market and price 
segments. We also have an opportunity to expand to accommodate the full Lingerie and PINK assortment to all 
of our stores. In 2016, we plan to increase our square footage at Victoria’s Secret North America by about 4% 
through expansions of existing stores and the opening of approximately 13 net new Victoria’s Secret stores 
primarily in the U.S. In our direct channel, we have the infrastructure in place to support growth well into the 
future. We believe our direct channel is an important form of brand advertising given the ubiquitous nature of the 
internet and our large customer file. 


The core of Bath & Body Works is its personal care, soaps, sanitizers and home fragrance products which 


together make up the majority of sales and profits for the business. We see clear opportunities for substantial 
growth in these categories by focusing on product newness and innovation and expanding into under-penetrated 
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market and price segments. In 2016, we plan to increase our square footage at Bath & Body Works North 
America by about 5% through expansions of existing stores and the opening of approximately 27 net new Bath & 
Body Works stores (23 in the U.S. and 4 in Canada). Additionally, www.BathandBodyWorks.com continues to 
exhibit significant year-over-year growth. 


Extend our core brands internationally 


We believe there is substantial opportunity for international growth. We have separate, dedicated teams that have 
taken a methodical, “test and learn” approach to expansion. We began our international expansion with the 
acquisition of La Senza at the beginning of 2007, and we’ ve continued to expand our presence outside of North 
America with a small number of experienced partners and a limited number of company-owned stores. In 2015, 
we accomplished the following: 


e Victoria’s Secret Beauty and Accessories Stores—Our partners opened 83 net new Victoria’s Secret Beauty 
and Accessories stores, bringing the total to 373. These stores are located in local markets, airports and 
tourist destinations. These stores are focused on Victoria’s Secret branded beauty and accessory products 
and are operated by our partners. Our partners plan to open 70 to 85 net new Victoria’s Secret Beauty and 
Accessories stores in 2016. 


¢ Victoria’s Secret International Stores—We opened four company-owned Victoria’s Secret full-assortment 
stores in the U.K., bringing the total in the U.K. to 14. In 2016, we plan to open four additional Victoria’s 
Secret full-assortment stores and one PINK store in the U.K. Additionally, a partner opened three Victoria’s 
Secret full-assortment stores and two PINK stores in the Middle East in 2015, bringing the total to 19. Our 
partners plan to open 14 to 20 more stores in 2016, including four to six PINK stores. 


¢ Bath & Body Works International Stores—Our partners opened 45 net new Bath & Body Works stores in 
2015 bringing the total in the Middle East, Latin America, Southeast Asia and Europe to 125. Our partners 
plan to open 52 to 72 additional stores in 2016. 


Focus on the fundamentals of our business 


We are focused on the fundamentals of our business which include our customers, core merchandise categories, 
inventory management, speed and agility, and store selling and execution. In terms of speed and agility, we are 
focused on inventory discipline through lead-time reductions and in-season agility to increase sales and reduce 
promotional activity. Finally, we continue to optimize our store selling and execution by concentrating on a 
better store experience and developing and retaining talented, trained and productive store associates. 


2015 Overview 


We had record performance in 2015. Our net sales increased $700 million to $12.154 billion driven by a 
comparable store sales increase of 5%. Our operating income increased $239 million to $2.192 billion and our 
operating income rate increased to 18.0% from 17.1% driven by growth in all segments. 


For additional information related to our 2015 financial performance, see “Results of Operations—2015 
Compared to 2014.” 
We also accomplished the following in 2015: 

¢ Increased earnings per share by 21% to $4.22; 


¢ Our capital expenditures of $727 million included $555 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to spending on technology 
and infrastructure to support growth; 
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¢ Continued to expand company-owned Victoria’s Secret stores in the U.S., Canada and U.K. and company- 


owned Bath & Body Works stores in the U.S. and Canada; and 


¢ Continued to expand Bath & Body Works and Victoria’s Secret stores and Victoria’s Secret Beauty and 


Accessories stores with partners throughout the world. 


We also are committed to returning value to our shareholders through a combination of dividends and share 
repurchase programs. During 2015, we paid $1.171 billion in regular and special dividends and repurchased 


$483 million of our common stock. Additionally, in February 2016, our Board of Directors announced an 


increase in our regular annual dividend to $2.40 per share, from $2 per share previously. The Board of Directors 


also declared a special dividend of $2 per share. We use cash flow generated from operating activities and 


financing activities to fund our dividends and share repurchase programs. Since 2000, we have returned 
approximately $17 billion to shareholders through share repurchases and dividends. 


Adjusted Financial Information 


In addition to our results provided in accordance with GAAP above and throughout this Form 10-K, we have 
provided non-GAAP measurements which present operating income, net income and earnings per share in 2015 
on an adjusted basis which removes certain special items. We believe that these special items are not indicative 
of our ongoing operations due to their size and nature. We use adjusted financial information as key performance 


measures of results of operations for the purpose of evaluating performance internally. These non-GAAP 


measurements are not intended to replace the presentation of our financial results in accordance with GAAP. 
Instead, we believe that the presentation of adjusted financial information provides additional information to 
investors to facilitate the comparison of past and present operations. Further, our definition of adjusted financial 
information may differ from similarly titled measures used by other companies. The table below reconciles the 


GAAP financial measures to the non-GAAP financial measures. 


2015 2014 2013 
Detail of Special Items included in Other Income—Income (Expense) 
Gain on Divestiture of Third-party Apparel Sourcing Business (a) ...............- $ 78 $ — $ — 
Total Special Items included in Other Income ............ 0.0.0 c eee eee ee eee $ 78 $ — $ — 
Detail of Special Items included in Provision for Income Taxes—Benefit (Provision) 
Tax Effect of Special Items included in Other Income ...................0-0005- $ @$ — $ — 
Total Special Items included in Provision for Income Taxes ...............-.-05- $ @$ — $ — 
Reconciliation of Reported Net Income to Adjusted Net Income 
Reported Net Income: :. ics cae ecd tees eta bak ce eed ea da dea ees seated $1,253 $1,042 $903 
Special Items included in Net Income ........... 0... eee eee eens (69) — — 
Adjusted Net Income ........... 0.0. e ccc ee tent n eee eens $1,184 $1,042 $903 
Reconciliation of Reported Earnings Per Share to Adjusted Earnings Per Share 
Reported Earnings Per Share? 2.0.0. %e5s sek ev kee eee ened ede ow ee bene de eas $ 4.22 $ 3.50 $3.05 
Special Items included in Earnings Per Share ........... 0.0.00... 0000 ee eee eee (0.23) — — 
Adjusted Earnings Per Share ....... 0... 0. cee cece eee tet ence ee enes $ 3.99 $ 3.50 $3.05 


(a) In the first quarter of 2015, we divested our remaining ownership interest in our third-party apparel sourcing 
business. We received cash proceeds of $85 million and recognized a pre-tax gain of $78 million (after-tax 
gain of $69 million). For additional information see Note 7, “Equity Investments and Other” included in 


Item 8. Financial Statements and Supplementary Data. 
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2016 Outlook 


The global retail sector and our business continue to face an uncertain environment and, as a result, we continue 
to take a conservative stance with respect to the financial management of our business. We will continue to 
manage our business carefully, and we will focus on the execution of the retail fundamentals. 


At the same time, we are aggressively focusing on bringing compelling merchandise assortments and marketing, 
store and online experiences to our customers. We will look for, and capitalize on, those opportunities available 
to us. We believe that our brands, which lead their categories and offer high emotional content to customers at 
accessible prices, are well positioned heading into 2016. 


Company-Owned Store Data 


The following table compares 2015 company-owned store data to the comparable periods for 2014 and 2013: 


% Change 
2015 2014 2013 = «2015-2014 

Sales per Average Selling Square Foot 

Victoria’s Secret U.S. ...........000. $ 864 $ 836 $ 824 3% 1% 

Bath & Body Works U.S. ............ 815 774 725 5% 1% 
Sales per Average Store (in thousands) 

Victoria’s Secret U.S. .........0..0.. $5,300 $5,061 $4,969 5% 2% 

Bath & Body Works U.S. ............ 1,933 1,828 1,714 6% 1% 
Average Store Size (selling square feet) 

Victoria’s Secret U.S. ............... 6,187 6,083 6,018 2% 1% 

Bath & Body Works U.S. ............ 2,382 2,359 2,364 1% —% 
Total Selling Square Feet (in thousands) 

Victoria’s Secret U.S. ............0.. 6,917 6,679 6,379 4% 5% 

Bath & Body Works U.S. ............ 3,749 3,675 3,685 2% —% 
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The following table compares 2015 company-owned store data to the comparable periods for 2014 and 2013: 


Number of Stores 2015 2014 2013 


Victoria’s Secret U.S. 


Be Sinn OF PSI Od si ieee ace sec anc ante Bonne dynedteh Ny ocean iden ay i adeeb arava 1,098 1,060 1,019 
OPENS! «.cigicis dice Seekers degibed age sain g dig aaah shale ia aon geardie wargame 28 45 54 
MCTOSOGD iyag tavny taster atanatn decteouatcncttte santata dies Acglauetacin eee tessa auacete mtere ats at (8) (7) (13) 

Biid of PeriOd::..3 5.5.05. dcpacien. dt edie soe Bends, Aas CHA SRL IORR Ge PSE oaeeleaRD Ss 1,118 1,098 1,060 

Victoria’s Secret Canada 

Beginning Of Penod .hciwnoiadae cree catieake when ke see a Meeulny 9 41 34 26 
Opened > x. iis cores caes Spices: fetes Hays WHA AN Mae GA ee a eee pe ee Sm 6 7 8 
C1OSER) <x. hie Kaiti e Bolen cians Ae Ra a ess Gaew e e R o RO Suk und se eros (1) — — 

TG Oke PSU OG et repeat eter uc hv cgpeten vata dey tseeie i: mre diated eaves deat ai tadaate Areata a 46 41 34 

Bath & Body Works U.S. 

Beginning of Periods. s5.05 6 ascks dae wie sais ea AG nad ead a gions ae ee OaTe Ss 1,558 1,559 1571 
© j of) 11=0 eae en eR a OE ne ee ee eee 23 14 8 
GlOSed) iis soesiion We etna quae Gs tne de desea’ Haren S ocala oe (7) (15) (20) 

EndOf Period sc estivcds jhacadt ae hoa ke heat ew dia awe ates waka ey seals 1,574 1,558 1,559 

Bath & Body Works Canada 

Besinning, of Pernod! « si34:t.4 von bi ts Boe se teed eR ea er ee 88 79 71 
Opened. cz ins saigs Wak Laces dae pad hn ake moe eee Iwle sade 10 10 
CIOS6d heii ea ER Ge HEM awe RA ENED ORAS ERED A ERIE ea CR — (1) — 

Endtof Penrod) e4.c.cnchedu ate as quod sean o yeaa ee sgaleh wmeha als 98 88 719 


Victoria’s Secret U.K. 


Beginning of Period)... 63 5 esssitee a onde as de dow eee ges oa ewe eee Vee a 10 5 2 
OPENS resis Bs sh. boat sna alba cs oe buble aed RGU anal ecg eae alsa b eeletne 4 5 3 
TOSS ssn iced, ae tenth sodden cist des tnseist nt Sant senguance up ada daden alimdlip diay bein 

EnidOf Pend i0 sci ccecnagite gat $4 ies inode ue ea ea eee wage eeee ass 14 10 5 

La Senza 

Beginning. of Penod. 45 cxns)aca as tee eked nea areata keane e's 145 157 158 
Opened a.gccine cana Shimon ayaa Gn ehaswa wees ee Poe Selene 1 — —_ 
CV OSE A seessadssiiase geass OMe deaths dated crash Wide ides Abst a aides uate de alten Seton ake sales lel (20) (12) (1) 

Endiof Period! s:ccnote anes 24 ¢0 btw etenbecs se eredara sere degahesats 126 145 157 

Henri Bendel 

Besinning: On PenOds...3: vies ads ae ¥ Sceuas anaalne seo esa ete aaa ee Seas 29 29 29 
Opened) id ocean ends, sneha ese a Suane aa aan gan Sa Ea the e ne aGe 
NSE ciate, sede savs tn vaste cee ne pvabia dae eins asda, aahtsisutias ty teanfia 

Enid: Of Period) 2.333.608 05 bpacda gee eases, eae we wae TE arog RETAIL 29 29 29 

Total 

Beginning of Period 2s:c12564 cea ds eee ee 2s Ale we Be SG 2,969 2,923 2,876 
OPEMeN insis: eesnain sere alipiain Liat. diprquds dvasiesadn desi A elaogt ara un geal an @uaiienela wane aieele 72 81 81 
CIOSCE ose isons eraucy lens art anetiace date. Bre aoe eet ae eee ee (36) (35) (34) 

Bind: Of Pero is. cois its see Bet Saco ee etna be Sd waa RRNA RAGE GaP bret SY 3,005 2,969 = 2,923 
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Noncompany-Owned Store Data 


The following table compares the 2015 noncompany-owned store data to the comparable periods for 2014 and 
2013: 


Number of Stores 2015 2014 2013 

Victoria’s Secret Beauty & Accessories 

Beginning Of Pend 4:04: + dace eadhagsa’s smiled dha asda tage ieenadlioks 290 198 108 
Opened sscv-chee thins ane Gaiam Hy Etaoin See ae Eee eM ease eins 88 99 95 
Closed i 5 2 4ib nea d hates Sa nals Cas Halen eee ha Sp ease wale (5) (7) (5) 

EtG OF POLIO 3 cis ses cisiard 0s quit tose ah esta atin ialse cide thaln gave alae Glndel rg: Shai atpadatteercsalinsalieas 373 290 198 

Victoria’s Secret 

Beginning Of Pend. jjc. ie gties Se atdaw ea heaps GLa ssiseeapeedasaedaws 14 4 3 
Opened ssc ieinareitigns aun bosteerasraiMgiarelst wud Sate Mom dn cm whip gg selec Aiipsauanngnis Dingess 5 10 1 
CIOSEG ss. xc rectidearaneret een tema asi “om iers acesarans genet apm ard ce Sirah aR epee Bee Ae —_— — eo 

End'of Period) sé suicides naee ened aes a a Oe ea aS ected ’s Ba a es 19 14 4 

Bath & Body Works 

Beginning OF Per Od soi.digosecs heave -gopces soapeiprers: lo dca pneed: qe eeedevera dl adavoneear Beans aladeed is 80 55 38 
Opened sary eiitoeunae tongue a ahaidais Bees Games ead aap gee age wemared eas 47 26 17 
NOS CU a. teh acca copratiic 5 Moar ovals saietigs an Dolavals ail ane eRe ay Gualare’s tones aaa ie Maat aG (2) (1) — 

BNGOF PenOd iy scisns canes coc sae RSE hae Po eead Cea Resa aad eee ae os 125 80 55 

La Senza 

Beginning Of Pend .....cnsscsds cddc wegen eae ene eee eae Bade Ase GES 266 331 339 
OPENS fs fuse see sig bi iava. dash a ete gvarnn serio yy Savina cui is duper nuay a, Havanese Beancsaleagd is 5 6 28 
ClOSEd 5350s eiakhs bo ep Fhs oA aE ATES ES Mo Salse Hearne Ua waes ee (50) (71) (36) 

Bnd! OF Prod si. pics oaaind goats Gas oe ene hae Hee Shae Ro dope ae eee 221 266 331 

Total 

Beginning OF PEO i630 scat sodeangemicceavain eesrnio mate eee: aim & Sis gS aiondes any auaiale cs 650 588 488 
OPONE ire ies: dedi aned as dese eie aise, aye aim aeenale wig derslana Glad ganade gteimiaiane ae 145 141 141 
ClOSED 6) 5 scstecve asests 5 steer BE tee sate MAS Levees Baayen Ae eas Aa ah eae a (57) (79) (41) 

SHG OL-PELIOG «- srcaie hec8 Sane says sy See atc sh espgtn ilipeddeaua tp gti alae Gahan Seng: Spit adeattesenestadincalan 738 650 588 
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Results of Operations—2015 Compared to 2014 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2015 in comparison to 2014: 


Operating Income Rate 
2015 2014 2015 2014 


(in millions) 


Victoria’ S SCCret:...c sce cb sesiave a vgve. o ee dodge aoe 4 wo auay wwe hlewedispanek ie a. $1,391 $1,271 18.1% 17.6% 
Bath & Body Works ....... 0... cece eee een eens 858 737 23.9% 22.0% 
Victoria’s Secret and Bath & Body Works International ............ 88 78 22.8% 23.2% 
Other (4) ici deisceviedierneetutiwnecedoedes dies weedeeeedd (145) (133) = (28.5)% = (23.8)% 
Total. Operating Income: .2.4.20.454 eeu ka Sees pheaeeeeee ee $2,192 $1,953 18.0% 17.1% 


(a) Includes Mast Global, La Senza, Henri Bendel and Corporate. 


For 2015, operating income increased $239 million to $2.192 billion, and the operating income rate increased to 
18.0% from 17.1%. The drivers of the operating income results are discussed in the following sections. 


Net Sales 


The following table provides net sales for 2015 in comparison to 2014: 


2015 2014 % Change 
(in millions) 
Victoria's Secret Stores (a) icc ccc deere eee awlesS iweas Heed ees aee $ 6,112 $ 5,700 71% 
Victorla: Ss: Secret Diet ic se aes wae chlo bee ath mene Ye aed Ake Geta ase 1,560 1,507 3% 
Total Victoria's: Secret 6.3.45.) bee ob Satin ieee are edn oe hadi te, eas 7,672 7,207 6% 
Bath & Body Works Stores (a) 2.0.1... ccc cece cece een ee ee ne eneees 3,225 3,048 6% 
Bath & Body Works Direct ..... 0.0... cee eee eee 362 302 20% 
Total Bath & Body Works ......... 0... cece eens 3,587 3,350 1% 
Victoria’s Secret and Bath & Body Works International (b) ................. 385 336 15% 
OUMED (CG) aches sce dye see wpatatctin dpe eee three a ecard ae nna di eke ane See dete cE 510 561 (9%) 
Total Net. Sales: <i: 4:2is :cleste tes claceetae te ars. Pen ie eee erates $12,154 $11,454 6% 


(a) Includes company-owned stores in the U.S. and Canada. 

(b) Includes Victoria’s Secret and Bath & Body Works company-owned and partner-operated stores outside of 
the U.S. and Canada. 

(c) Includes Mast Global, La Senza, Henri Bendel and Corporate. 
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The following table provides a reconciliation of net sales for 2014 to 2015: 


Victoria’s 
Secret 
and 
Bath & Body 
Victoria’s Bath & Works 
Secret Body Works International Other Total 
2014 Net Sales ........ 0... ccc ec cee ences $7,207 $3,350 $336 $561 $11,454 
Comparable Store Sales...................004. 256 156 8 11 431 
Sales Associated with New, Closed and Non- 
comparable Remodeled Stores, Net ........... 190 50 25 (20) 245 
Foreign Currency Translation .................. (34) (29) (9) (34) (106) 
Direct Channels ........... 0.00000 ce eee eens 53 60 — 12 125 
International Wholesale, Royalty and Other ....... —_— —_— 25 (20) 5 
2015 Net Sales ...... 0.0... ccc eee $7,672 $3,587 $385 $510 $12,154 
The following table compares 2015 comparable store sales to 2014: 
2015 2014 
Victoria's Secteti(a) (BD) e.2..9<.04% Gade eyes a ee hears ble ad dba Sheena 5% 3% 
Bath & Body Works (a) (Db) 20... eects 5% 6% 
Total Comparable Store Sales (b) (C) ... 0... eee eee eee 5% 4% 


(a) Includes company-owned stores in the U.S. and Canada. 

(b) The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Comparable store sales attributable to our international stores are calculated on a constant currency basis. 

(c) Includes Victoria’s Secret U.S., Victoria’s Secret Canada, Bath & Body Works U.S., Bath & Body Works 
Canada, Victoria’s Secret U.K., La Senza and Henri Bendel. 


For 2015, our net sales increased $700 million to $12.154 billion, and comparable store sales increased 5%. The 
results by segment are as follows: 


Victoria’s Secret 


For 2015, net sales increased $465 million to $7.672 billion, and comparable store sales increased 5%. The net 
sales result was primarily driven by: 


At Victoria’s Secret Stores, net sales increased 7% due to the performance in PINK, core lingerie and sport 
driven by a compelling merchandise assortment that incorporated newness, innovation and fashion, as well 


as in-store execution. These results were partially offset by a decrease in beauty driven by the repositioning 
of this category and the exit of make-up. 


At Victoria’s Secret Direct, net sales increased 3% due to the performance in PINK, core lingerie and sport 
driven by a compelling merchandise assortment that incorporated newness, innovation and fashion. The 
results were partially offset by a decrease in non go-forward apparel. 


The increase in comparable store sales was driven by higher average dollar sales and an increase in total 
transactions. 
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Bath & Body Works 


For 2015, net sales increased $237 million to $3.587 billion, and comparable store sales increased 5%. At both 
Bath & Body Works Stores and Bath & Body Works Direct, net sales increased across most categories including 
home fragrance, Signature Collection and soaps and sanitizers, which all incorporated newness and innovation. 


The increase in comparable store sales was driven by higher average dollar sales and an increase in total 
transactions. 


Victoria’s Secret and Bath & Body Works International 


For 2015, net sales increased $49 million to $385 million primarily related to company-owned Victoria’s Secret 
stores in the U.K. and additional stores opened by our partners. These results were partially offset by the negative 
impacts of foreign currency at Victoria’s Secret Beauty and Accessories and Victoria’s Secret U.K. 


Other 


For 2015, net sales decreased $51 million to $510 million primarily related to a decrease in net sales at La Senza 
due to store closures and the negative impacts of foreign currency. 


Gross Profit 


For 2015, our gross profit increased $396 million to $5.204 billion, and our gross profit rate (expressed as a 
percentage of net sales) increased to 42.8% from 42.0% primarily as a result of: 


Victoria’s Secret 
For 2015, gross profit increased primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased due to higher merchandise margin dollars as a result of the 
increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying and 
occupancy expenses due to an increase in occupancy expense driven by higher net sales and investments in 
store real estate. 


e At Victoria’s Secret Direct, gross profit increased due to higher merchandise margin dollars as a result of the 
increase in net sales. The increase in merchandise margin was partially offset by higher buying and occupancy 
expenses driven by investments in our online customer shopping experience. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate at Victoria’s 
Secret Direct due to increased sales in our core categories. 


Bath & Body Works 
For 2015, gross profit increased primarily driven by: 


e At Bath & Body Works Stores, gross profit increased due to higher merchandise margin dollars related to 
the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to an increase in occupancy expense driven by higher net sales and 
investments in store real estate. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales. The increase in merchandise margin was partially offset by higher buying and 
occupancy expenses due to an increase in fulfillment costs as a result of the increase in net sales. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate due to 
favorable product pricing. 
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Victoria’s Secret and Bath & Body Works International 
For 2015, gross profit increased due to higher merchandise margin dollars as a result of the increase in net sales 


due to the opening of new stores. 


The gross profit rate decrease was primarily driven by a decrease in the merchandise margin rate due to the 
negative impacts of foreign currency. 


General, Administrative and Store Operating Expenses 


For 2015, our general, administrative and store operating expenses increased $157 million to $3.012 billion 
primarily driven by an increase in store selling expenses related to higher sales volumes and investments in store 
selling to improve the customer experience. 


The general, administrative and store operating expense rate decreased to 24.8% from 24.9% primarily due to 
leverage associated with higher net sales. 


Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2015 and 2014: 


2015 2014 
Average daily borrowings (in millions) .......... 00.0.0. 0 eee eee $5,005 $4,910 
Average borrowing rate (in percentages) ...................000000. 6.7% 6.6% 


For 2015, our interest expense increased $10 million to $334 million primarily due to an increase in average 
borrowings related to the October 2015 $1 billion note issuance. 


Other Income 


For 2015, our other income increased $69 million to $76 million primarily driven by a pre-tax gain of $78 million 
due to the divestiture of our remaining ownership interest in our third-party apparel sourcing business to Sycamore 
Partners. 


Provision for Income Taxes 


For 2015, our effective tax rate decreased to 35.2% from 36.3%. The 2015 and 2014 rates were lower than our 
combined estimated federal and state statutory rate primarily due to foreign earnings taxed at a rate lower than 
our combined estimated federal and state statutory rate. 
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Results of Operations—Fourth Quarter of 2015 Compared to Fourth Quarter of 2014 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2015 in comparison to the fourth quarter of 2014: 


Fourth Quarter Operating Income Rate 
2015 2014 2015 2014 
(in millions) 

Victoria S SeCtet, icc aleeh ae da suaee wad Wea ote Ee eee 6 tikes $ 594 $509 22.7% 21.2% 
Bath & Body Works ........ 0.0.00. cece eee 487 449 32.1% 32.0% 
Victoria’s Secret and Bath & Body Works International ......... 28 29 25.0% 27.9% 
Other(a) iio. seceee badd weed ortho adh owas oe heede eats (31) (30) (20.7)% (20.1)% 
Total Operating Income: <3. au. se sasahees hae eee sees Heed: $1,078 $957 24.5% 23.5% 


(a) Includes Mast Global, La Senza, Henri Bendel and Corporate. 


For the fourth quarter of 2015, operating income increased $121 million to $1.078 billion, and the operating 
income rate increased to 24.5% from 23.5%. The drivers of the operating income results are discussed in the 
following sections. 


Net Sales 


The following table provides net sales for the fourth quarter of 2015 in comparison to the fourth quarter of 2014: 


Fourth Quarter 2015 2014 % Change 
(in millions) 
Victoria: s Secret Storess(A): . Sac. neds sy tiine avo wiattia es ans eeodee belted melee an eta ees $2,047 $1,914 1% 
Victoria's: Sécret: Direct... s.h-dek da bode bh die et w eda ected Gee bee ow deere eee 567 492 15% 
Total Victorias: SCLC: x ixce25 4-4-0 hose ae eiton ek eee Rae eet toe dies diac BS 2,614 2,406 9% 
Bath & Body Works Stores (a) 2.2... 0. cette eee 1,362 1,277 1% 
Bath & Body Works DiréCt. occ:..5 00 ese oder ae tet ee nb Sead be eda oo 158 127 24% 
Total Bath & Body Works ......... 0... ccc eee eens 1,520 1,404 8% 
Victoria’s Secret and Bath & Body Works International (b) ................... 112 106 6% 
CST CC. ees cies ah cette toecian tac ene. bis bets deter de oasletal a aeaettihe Guan ehase ted Gheracbber ater toree eeace eases 149 153 (3)% 
Total Net Sales: 25.35, ini 6b SO aa Sen oh eee es doled bobbed eee Bees $4,395 $4,069 8% 


(a) Includes company-owned stores in the U.S. and Canada. 

(b) Includes Victoria’s Secret and Bath & Body Works company-owned and partner-operated stores outside of 
the U.S. and Canada. 

(c) Includes Mast Global, La Senza, Henri Bendel and Corporate. 
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The following table provides a reconciliation of net sales for the fourth quarter of 2014 to the fourth quarter of 2015: 


Victoria’s 
Secret 
and 
Bath & Body 
Victoria’s Bath & Body Works 
Fourth Quarter Secret Works International Other Total 
(in millions) 

2014 Net Sales .......0 0... ccc eens $2,406 $1,404 $106 $153 $4,069 
Comparable Store Sales ...................004. 92 71 2 =) 170 
Sales Associated with New, Closed and Non- 

comparable Remodeled Stores, Net ............ 52 27 8 (3) 84 
Foreign Currency Translation.................4- (11) (13) (2) (10) (36) 
Direct: Channels: «....:.¢:22-.¢.04 veaderdosan ea aditenes 75 31 — 3 111 
International, Wholesale, Royalty and Other ....... — — (2) (1) (3) 

2015 Net Sales ......... 0... ccc ccc eee nee $2,614 $1,520 $112 $149 $4,395 


The following table compares fourth quarter of 2015 comparable store sales to fourth quarter of 2014: 


Fourth Quarter 2015 2014 
Victoria’ s:Secreti(a) (DB): s.ace 3 255. o ecad' sand. die ae a sta dear eeispace aca sbbdca a aukldeuiee rau 5% 4% 
Bath & Body Works (a) (BD) .weescaw es age eigen dude eed ered wee a cues 6% 8% 
Total Comparable Store Sales (b) (C) ... 0... eee eee eee 6% 6% 


(a) Includes company-owned stores in the U.S. and Canada. 

(b) The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Comparable store sales attributable to our international stores are calculated on a constant currency basis. 

(c) Includes Victoria’s Secret U.S., Victoria’s Secret Canada, Bath & Body Works U.S., Bath & Body Works 
Canada, Victoria’s Secret U.K., La Senza and Henri Bendel. 


For the fourth quarter of 2015, our net sales increased $326 million to $4.395 billion, and comparable store sales 
increased 6%. The results by segment are as follows: 


Victoria’s Secret 


For the fourth quarter of 2015, net sales increased $208 million to $2.614 billion, and comparable store sales 
increased 5%. The net sales result was primarily driven by: 


e At Victoria’s Secret Stores, net sales increased 7% due to the performance in PINK, core lingerie and sleep 
driven by a compelling merchandise assortment that incorporated newness, innovation and fashion, as well 
as in-store execution. These results were partially offset by a decrease in beauty driven by the repositioning 
of this category. 


e At Victoria’s Secret Direct, net sales increased 15% due to the performance in PINK, core lingerie, sport 
and sleep driven by a compelling merchandise assortment that incorporated newness, innovation and 
fashion. 


The increase in comparable store sales was driven by higher average dollar sales. 
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Bath & Body Works 


For the fourth quarter of 2015, net sales increased $116 million to $1.520 billion, and comparable store sales 
increased 6%. At both Bath & Body Works Stores and Bath & Body Works Direct, net sales increased across 
most categories including home fragrance, Signature Collection and soaps and sanitizers. 


The increase in comparable store sales was driven by higher average dollar sales and an increase in total 
transactions. 


Victoria’s Secret and Bath & Body Works International 


For the fourth quarter of 2015, net sales increased $6 million to $112 million primarily related to company- 
owned Victoria’s Secret stores in the U.K. and additional stores opened in other parts of the world by our 
partners. These results were partially offset by a decrease in net sales at our Victoria’s Secret Beauty and 
Accessories business due to the negative impacts of foreign currency, repositioning of the beauty category and a 
general decline in travel retail and tourism. 


Other 


For the fourth quarter of 2015, net sales decreased $4 million to $149 million primarily related to a decrease in 
net sales at La Senza due to store closures and the negative impacts of foreign currency. 


Gross Profit 


For the fourth quarter of 2015, our gross profit increased $167 million to $2.002 billion, and our gross profit rate 
(expressed as a percentage of net sales) increased to 45.6% from 45.1% primarily as a result of: 


Victoria’s Secret 
For the fourth quarter of 2015, gross profit increased primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to an increase in occupancy expense driven by investments in store real estate. 


e At Victoria’s Secret Direct, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales in our core categories as well as a decrease in buying and occupancy expenses due 
to a decrease in catalogue costs. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate at Victoria’s 
Secret Direct due to increased sales in our core categories and a decrease in the buying and occupancy expense 
rate due to the leverage associated with the decrease in catalogue costs. 


Bath & Body Works 
For the fourth quarter of 2015, gross profit increased primarily driven by: 


e At Bath & Body Works Stores, gross profit increased due to higher merchandise margin dollars related to 
the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to an increase in occupancy expense driven by higher net sales and 
investments in store real estate. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales. The increase in merchandise margin was partially offset by higher buying and 
occupancy expenses due to an increase in fulfillment costs as a result of the increase in net sales. 
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The gross profit rate increase was primarily driven by an increase in the merchandise margin rate due to 
favorable product pricing, partially offset by an increase in the buying and occupancy expense rate due to 
deleverage associated with the increase in occupancy expense mentioned above. 


Victoria’s Secret and Bath & Body Works International 


For the fourth quarter of 2015, gross profit decreased due to a decrease in the merchandise margin dollars at 
Victoria’s Secret Beauty and Accessories due to the negative impacts of foreign currency, repositioning of the 
beauty category and a general decline in travel retail and tourism. 


The gross profit rate decrease was primarily driven by a decrease in the merchandise margin rate due to the 
negative impacts of foreign currency at Victoria’s Secret Beauty and Accessories. 


General, Administrative and Store Operating Expenses 


For the fourth quarter of 2015, our general, administrative and store operating expenses increased $46 million to 
$924 million primarily driven by an increase in store selling expenses related to higher sales volumes and 
investments in store selling to improve the customer experience. 


The general, administrative and store operating expense rate decreased to 21.0% from 21.6% primarily due to 
leverage associated with higher net sales. 


Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2015 and 2014: 


Fourth Quarter 2015 2014 
Average daily borrowings (in millions) ............ 0.00: ee eee eee $5,756 $4,750 
Average borrowing rate (in percentages) .................0 000000. 6.8% 6.6% 


For the fourth quarter of 2015, our interest expense increased $19 million to $97 million primarily due to an 
increase in average borrowings related to the October 2015 $1 billion note issuance as well as an increase in the 
average borrowing rate. 


Provision for Income Taxes 


For the fourth quarter of 2015, our effective tax rate decreased to 35.2% from 35.8%. The 2015 and 2014 rates 
were lower than our combined estimated federal and state statutory rate primarily due to foreign earnings taxed at 
a rate lower than our combined estimated federal and state statutory rate. 
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Results of Operations—2014 Compared to 2013 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2014 in comparison to 2013: 


Operating Income Rate 


2014 2013 2014 2013 
(in millions) 
Victoria’ S SCCret:...c ce cb sesiave a vgve. o ee dodge aoe 4 wo aunG wwe dlewedispanek a oo $1,271 $1,153 17.6% 16.8% 
Bath & Body Works ....... 0.0.00. cee eee 737 648 22.0% 20.8% 
Victoria’s Secret and Bath & Body Works International ............ 78 38 23.2% 17.3% 
Other(a) 2204 busca des ene esa een ede toed ete deaeite (133) (96) (23.8)%  (17.5)% 
NOtal.-:.4.scss dhivehi wed edie etde Me Phas atthe ate ele $1,953 $1,743 17.1% 16.2% 


(a) Includes Mast Global, La Senza, Henri Bendel and Corporate. 


For 2014, operating income increased $210 million to $1.953 billion, and the operating income rate increased to 
17.1% from 16.2%. The drivers of the operating income results are discussed in the following sections. 


Net Sales 


The following table provides net sales for 2014 in comparison to 2013: 


2014 2013 % Change 
(in millions) 
Victoria's Secret Stores (8) ic. eccen tite e eee eeG ae ed eevee een ans $ 5,700 $ 5,368 6% 
Victoria Ss: Secret Direct 2)... 0cnieada wens che ee oh wee oe Ae ae yd aces 1,507 1,516 (1)% 
Total Victoria's: Secret 2260s. 4 5.25-h bee ob aetna are ed oe hadi te, eae 7,207 6,884 5% 
Bath & Body Works Stores (a) 2.0.1... ce cece cece eee nee ee ne eeenes 3,048 2,868 6% 
Bath & Body Works Direct ..... 0.00... cee eee eee 302 250 20% 
Total Bath & Body Works ......... 0... cece eens 3,300 3,118 1% 
Victoria’s Secret and Bath & Body Works International (b) ................. 336 222 51% 
COUN ED (CG) aches secs dye see wpatatctin pre ee three) a ecard Ree cna di erie ae See dete cE 561 549 2% 
Total Net. Sales: icscas.cctecladegatnwkne a wks oo ten be ea ade nee yetarnls $11,454 $10,773 6% 


(a) Includes company-owned stores in the U.S. and Canada. 

(b) Includes Victoria’s Secret and Bath & Body Works company-owned and partner-operated stores outside of 
the U.S. and Canada. 

(c) Includes Mast Global, La Senza, Henri Bendel and Corporate. 
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The following table provides a reconciliation of net sales for 2013 to 2014: 


Victoria’s 
Secret 
and 
Bath & Body 
Victoria’s Bath & Works 
Secret Body Works International Other Total 
2013 Net Sales ........ 0... cece eee $6,884 $3,118 $222 $549 $10,773 
Comparable Store Sales..................0004. 146 156 14 9 325 
Sales Associated with New, Closed and Non- 
comparable Remodeled Stores, Net ........... 199 37 35 (10) 261 
Foreign Currency Translation .................. (13) (13) 2 (17) (41) 
Direct Channels ...........0 0.000 e cece eee eee (9) 52 — 6 49 
International Wholesale, Royalty and Other ....... — — 63 24 87 
2014 Net Sales .......... 0... ccc eens $7,207 $3,350 $336 $561 $11,454 
The following table compares 2014 comparable store sales to 2013: 
2014 2013 
Victoria’ s:Secréet(a) (DB). cece leatgas oatee eee ceeded ee amed eee as 3% 2% 
Bath & Body Works (a) (Db) 2... eee nen eee 6% 1% 
Total Comparable Store Sales (b) (C) .. 2... cee eee eee 4% 2% 


(a) Includes company-owned stores in the U.S. and Canada. 

(b) The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Comparable store sales attributable to our international stores are calculated on a constant currency basis. 


(c) Includes Victoria’s Secret U.S., Victoria’s Secret Canada, Bath & Body Works U.S., Bath & Body Works 
Canada, Victoria’s Secret U.K., La Senza and Henri Bendel. 


For 2014, our net sales increased $681 million to $11.454 billion, and comparable store sales increased 4%. The 
results by segment are as follows: 


Victoria’s Secret 


For 2014, net sales increased $323 million to $7.207 billion, and comparable store sales increased 3%. The net 
sales result was primarily driven by: 


At Victoria’s Secret Stores, net sales increased 6% due to the performance in PINK, core lingerie and sport 
driven by a compelling merchandise assortment that incorporated newness, innovation and fashion, as well 


as in-store execution. These results were partially offset by a decrease in beauty driven by the exit of the 
make-up category. 


At Victoria’s Secret Direct, net sales were roughly flat due to the decrease in non go-forward apparel offset 
by increases in PINK, core lingerie, go-forward apparel, sport and beauty. We are shifting our focus to the 
core categories of the brand including lingerie, PINK and beauty. As a result, net sales in the non go- 
forward apparel category are declining as we reduce style counts and related inventory. 


The increase in comparable store sales was driven by higher average dollar sales. 


38 


Bath & Body Works 


For 2014, net sales increased $232 million to $3.350 billion, and comparable store sales increased 6%. At both 
Bath & Body Works Stores and Bath & Body Works Direct, net sales increased across most categories including 
home fragrance, Signature Collection and soaps and sanitizers, which all incorporated newness and innovation. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar 
sales. 


Victoria’s Secret and Bath & Body Works International 


For 2014, net sales increased $114 million to $336 million primarily related to the opening of new company- 
owned Victoria’s Secret stores in the U.K. and additional stores opened by our partners. 


Other 


For 2014, net sales increased $12 million to $561 million primarily related to higher revenue from sales of 
merchandise to our international partners from Mast Global. This increase was partially offset by a decrease in 
net sales at La Senza. 


Gross Profit 


For 2014, our gross profit increased $379 million to $4.808 billion, and our gross profit rate (expressed as a 
percentage of net sales) increased to 42.0% from 41.1% primarily as a result of: 


Victoria’s Secret 
For 2014, gross profit increased primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales and less promotional activity. The increase in merchandise margin dollars was 
partially offset by higher buying and occupancy expenses due to an increase in occupancy expense driven 
by higher net sales, investments in real estate and store-related activity. 


e At Victoria’s Secret Direct, gross profit decreased due to lower merchandise margin dollars as a result of the 
decrease in net sales and increased promotional activity in the non go-forward apparel business. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate at Victoria’s 
Secret Stores due to the decreased promotional activity, partially offset by an increase in the buying and 
occupancy expense rate due to deleverage associated with the increase in occupancy expense at Victoria’s Secret 
Stores mentioned above. 


Bath & Body Works 
For 2014, gross profit increased primarily driven by: 


e At Bath & Body Works Stores, gross profit increased due to higher merchandise margin dollars related to 
the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to an increase in occupancy expense driven by higher net sales and other 
product-related costs. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 


of the increase in net sales. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate due to 
favorable product pricing and a decrease in the buying and occupancy expense rate due to leverage associated 
with higher net sales. 
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Victoria’s Secret and Bath & Body Works International 


For 2014, gross profit increased due to higher merchandise margin dollars as a result of the increase in net sales 
due to the opening of new stores. The increase in merchandise margin dollars was partially offset by higher 
buying and occupancy expenses for our company-owned stores due to an increase in occupancy expense driven 
by the opening of new stores, higher net sales, investments in real estate and store-related activity. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate at Victoria’s 
Secret U.K. The increase in the merchandise margin rate was partially offset by an increase in the buying and 
occupancy expense rate due to deleverage associated with the increase in occupancy expense as a result of the 
opening of new stores. 


Other 


For 2014, gross profit decreased due to lower merchandise margin dollars at La Senza. The gross profit rate 
decrease was primarily driven by a decrease in the merchandise margin rate at La Senza, partially offset by a 
decrease in the buying and occupancy expense rate. 


General, Administrative and Store Operating Expenses 


For 2014, our general, administrative and store operating expenses increased $169 million to $2.855 billion 
primarily driven by an increase in store selling expenses related to higher sales volumes and an increase in 
incentive compensation. 


The general, administrative and store operating expense rate was flat to last year. 
Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2014 and 2013: 


2014 2013 
Average daily borrowings (in millions) .......... 00.000 c ee eee eee $4,910 $4,614 
Average borrowing rate (in percentages) .................0 000000. 6.6% 6.8% 


For 2014, our interest expense increased $10 million to $324 million primarily due to an increase in average 
borrowings related to the October 2013 $500 million note issuance, partially offset by a decrease in the average 
borrowing rate. 


Other Income 


For 2014, our other income decreased $10 million to $7 million primarily due to a decrease in equity method 
income from our investment in the third-party apparel sourcing business and certain of our investments in 
Easton. 


Provision for Income Taxes 


For 2014, our effective tax rate decreased to 36.3% from 37.5%. The 2014 and 2013 rates were lower than our 
combined estimated federal and state statutory rate primarily due to foreign earnings taxed at a rate lower than 
our combined estimated federal and state statutory rate. 
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Results of Operations—Fourth Quarter of 2014 Compared to Fourth Quarter of 2013 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2014 in comparison to the fourth quarter of 2013: 


Fourth Quarter Operating Income Rate 


2014 2013 2014 2013 
(in millions) 
Wictora:S* Secret) s.disisine un aeceg ade sense bb Gwe he dw ok Alec a Redes ae $509 $463 21.2% 20.1% 
Bath: & Body WotkS.ss.c020-4 veasn octhdeeedand hee See eee Meee 449 396 32.0% 30.9% 
Victoria’s Secret and Bath & Body Works International .............. 29 16 27.9% 22.2% 
Other (a) 4 .sciciwiniedoiaccew dna seiee die dedee be bod dads (30) (2) (@01)% (8.0)% 
MOtal. 24. een teins etek tlie he ene o Medes PERE Aad ROE eae bb $957 $863 23.5% 22.6% 


(a) Includes Mast Global, La Senza, Henri Bendel and Corporate. 


For the fourth quarter of 2014, operating income increased $94 million to $957 million, and the operating income 
rate increased to 23.5% from 22.6%. The drivers of the operating income results are discussed in the following 
sections. 


Net Sales 


The following table provides net sales for the fourth quarter of 2014 in comparison to the fourth quarter of 2013: 


Fourth Quarter 2014 2013 % Change 
(in millions) 
Victoria: s Secret StorEss(A), Sac. nctegca tine avo eoattiae es ans eeodee bed Mebane an etal deh $1,914 $1,798 6% 
Victoria’s Secret Direct 2.6.4.2. 6.4 ies d4e tase lee tei aow bees bat eeae eed 492 504 (2)% 
Total Victorias: SOCIO: x ioce265 4-4-0 hdc ae eiton ek eee eo Rae Geta doe Bias diac BS 2,406 2,302 5% 
Bath & Body Works Stores (a) 20... eect tenes 1,277 1,182 8% 
Bath & Body Works DiréCt. occ:..5 00 ese oder ae tet ee nb Sead be eda oo 127 101 25% 
Total Bath & Body Works ......... 0... cece eee eee 1,404 1,283 9% 
Victoria’s Secret and Bath & Body Works International (b) ................... 106 75 40% 
ESC). as, ches sais cate en csenac aoe Betee tae de atstecre aucsld ¢ 4 Ge dnere GesitfasnEher see aada wt Seatausueees 153 158 (3)% 
Total’ Net SaleS: 254 ion. bead SAM aie eh bdo edo heen ed $4,069 $3,818 1% 


(a) Includes company-owned stores in the U.S. and Canada. 

(b) Includes Victoria’s Secret and Bath & Body Works company-owned and partner-operated stores outside of 
the U.S. and Canada. 

(c) Includes Mast Global, La Senza, Henri Bendel and Corporate. 
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The following table provides a reconciliation of net sales for the fourth quarter of 2013 to the fourth quarter of 


2014: 
Victoria’s 
Secret 
and 
Bath & Body 
Victoria’s Bath & Body Works 
Fourth Quarter Secret Works International Other Total 
(in millions) 

2013 Net Sales ....... 0.0.00... ccc cee $2,302 $1,283 $ 75 $158 $3,818 
Comparable Store Sales ..................0.00.. 59 91 4 4 158 
Sales Associated with New, Closed and Non- 

comparable Remodeled Stores, Net ............ 63 10 12 (6) 719 
Foreign Currency Translation................04- (6) (6) (2) (6) (20) 
Direct:Channels: 2.2.2. 0:sc0eu seared Can cea ae wee es (12) 26 — 3 17 
International, Wholesale, Royalty and Other ....... — — 17 — 17 

2014 Net Sales ........00. 0.0000. ene $2,406 $1,404 $106 $153 $4,069 


The following table compares fourth quarter of 2014 comparable store sales to fourth quarter of 2013: 


(a) 


Fourth Quarter 2014 2013 

Victoria’ s-Secreti(a) (BD): e., 00.55/66 does sos aq stens Gyituenauss See ad dlace aad alee ara eye 4% 2% 
Bath & Body Works (a)(D) ove psc4 eds ee eee eee G dee beens Cee egees 8% (1)% 
Total Comparable Store Sales (b) (C) ... 2... eee eee eee 6% 1% 


Includes company-owned stores in the U.S. and Canada. 


(b) The percentage change in comparable store sales represents the change in sales at comparable stores only 


(c) 


and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Comparable store sales attributable to our international stores are calculated on a constant currency basis. 
Includes Victoria’s Secret U.S., Victoria’s Secret Canada, Bath & Body Works U.S., Bath & Body Works 
Canada, Victoria’s Secret U.K., La Senza and Henri Bendel. 


For the fourth quarter of 2014, our net sales increased $251 million to $4.069 billion, and comparable store sales 
increased 6%. The results by segment are as follows: 


Victoria’s Secret 


For the fourth quarter of 2014, net sales increased $104 million to $2.406 billion, and comparable store sales 
increased 4%. The net sales result was primarily driven by: 


At Victoria’s Secret Stores, net sales increased 6% due to the performance in PINK, core lingerie and sport 
driven by a compelling merchandise assortment that incorporated newness, innovation and fashion, as well 
as in-store execution. These results were partially offset by a decrease in beauty driven by the exit of the 
make-up category. 


At Victoria’s Secret Direct, net sales decreased 2% due to the decrease in non go-forward apparel partially 

offset by increases in PINK, core lingerie, go-forward apparel, sport and beauty. We are shifting our focus 

to the core categories of the brand including lingerie, PINK and beauty. As a result, net sales in the non go- 
forward apparel category are declining as we reduce style counts and related inventory. 


The increase in comparable store sales was driven by higher average dollar sales. 
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Bath & Body Works 


For the fourth quarter of 2014, net sales increased $121 million to $1.404 billion, and comparable store sales 
increased 8%. The net sales result was primarily driven by: 


e At Bath & Body Works Stores, net sales increased 8% related to increases across most categories including 
home fragrance, soaps and sanitizers, Signature Collection and giftsets. 


e At Bath & Body Works Direct, net sales increased 25% related to increases across all categories including 


Signature Collection, home fragrance and soaps and sanitizers. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar sales. 


Victoria’s Secret and Bath & Body Works International 


For the fourth quarter of 2014, net sales increased $31 million to $106 million primarily related to the opening of 
new company-owned Victoria’s Secret stores in the U.K. and additional stores opened in other parts of the world 
by our partners. 


Other 


For the fourth quarter of 2014, net sales decreased $5 million to $153 million primarily related to a decrease in 
net sales at La Senza. 


Gross Profit 


For the fourth quarter of 2014, our gross profit increased $193 million to $1.835 billion, and our gross profit rate 
(expressed as a percentage of net sales) increased to 45.1% from 43.0% primarily as a result of: 


Victoria’s Secret 
For the fourth quarter of 2014, gross profit increased primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales and less promotional activity. The increase in merchandise margin dollars was 
partially offset by higher buying and occupancy expenses due to an increase in occupancy expense driven 
by higher net sales, investments in real estate and store-related activity. 


e At Victoria’s Secret Direct, gross profit was roughly flat to last year. An increase in gross profit, due to 
higher merchandise margin dollars primarily due to increases in net sales in the core categories of PINK, 
core lingerie, go-forward apparel and sport, was offset by a decrease in net sales in the non go-forward 
apparel business. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate at Victoria’s 
Secret Stores due to the decreased promotional activity, partially offset by an increase in the buying and 
occupancy expense rate due to deleverage associated with the increase in occupancy expense at Victoria’s Secret 
Stores mentioned above. 


Bath & Body Works 
For the fourth quarter of 2014, gross profit increased primarily driven by: 


e At Bath & Body Works Stores, gross profit increased due to higher merchandise margin dollars related to 
the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
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and occupancy expenses due to an increase in occupancy expense driven by higher net sales and store- 
related activity. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate due to 
favorable product pricing and a decrease in the buying and occupancy expense rate due to leverage associated 
with higher net sales. 


Victoria’s Secret and Bath & Body Works International 


For the fourth quarter of 2014, gross profit increased due to higher merchandise margin dollars as a result of the 
increase in net sales due to the opening of new stores. The increase in merchandise margin dollars was partially 

offset by higher buying and occupancy expenses for our company-owned stores due to an increase in occupancy 
expense driven by higher net sales, investments in real estate and store-related activity. 


The gross profit rate increase was primarily driven by an increase in the merchandise margin rate at Victoria’s 
Secret U.K. The increase in the merchandise margin rate was partially offset by an increase in the buying and 
occupancy expense rate due to deleverage associated with the increase in occupancy expense as a result of the 
opening of new stores. 


Other 


For the fourth quarter of 2014, the gross profit increase was primarily driven by an increase in merchandise 
margin dollars at La Senza due to less promotional activity, favorable product pricing and improved inventory 
management. The gross profit rate increase was driven by an increase in the merchandise margin rate at La Senza 
primarily due to less promotional activity, favorable product pricing and improved inventory management. 


General, Administrative and Store Operating Expenses 


For the fourth quarter of 2014, our general, administrative and store operating expenses increased $99 million to 
$878 million primarily driven by an increase in incentive compensation and increases in store selling expenses 
related to higher sales volumes. 


The general, administrative and store operating expense rate increased to 21.6% from 20.4% due to the factors 
cited above. 


Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2014 and 2013: 


Fourth Quarter 2014 2013 
Average daily borrowings (in millions) ......... 2.00.00. c ee eee eee $4,750 $4,963 
Average borrowing rate (in percentages) .................0 000000. 6.6% 6.7% 


For the fourth quarter of 2014, our interest expense decreased $4 million to $78 million primarily driven by a 
decrease in the average borrowings related to the $213 million repayment of the November 2014 Notes as well as 
a decrease in the average borrowing rate. 
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Other Income 


For the fourth quarter of 2014, our other income decreased $5 million primarily due to a decrease in equity 
method income from our investment in the third-party apparel sourcing business. 


Provision for Income Taxes 


For the fourth quarter of 2014, our effective tax rate decreased to 35.8% from 37.8%. The 2014 and 2013 rates 
were lower than our combined estimated federal and state statutory rate primarily due to foreign earnings taxed at 
a rate lower than our combined estimated federal and state statutory rate. 


FINANCIAL CONDITION 
Liquidity and Capital Resources 


Liquidity, or access to cash, is an important factor to our financial stability. We are committed to maintaining 
adequate liquidity. Cash generated from our operating activities provides the primary resources to support current 
operations, growth initiatives, seasonal funding requirements and capital expenditures. Our cash provided from 
operations is impacted by our net income and working capital changes. Our net income is impacted by, among 
other things, sales volume, seasonal sales patterns, success of new product introductions and profit margins. 
Historically, sales are higher during the fourth quarter of the fiscal year due to seasonal and holiday-related sales 
patterns. Generally, our need for working capital peaks during the summer and fall months as inventory builds in 
anticipation of the holiday period. 


We believe in returning value to our shareholders through a combination of dividends and share repurchase 
programs. During 2015, we paid $1.171 billion in regular and special dividends and repurchased $483 million of 
our common stock. We use cash flow generated from operating activities and financing activities to fund our 
dividends and share repurchase programs. 


Our total cash and cash equivalents held by foreign subsidiaries were $356 million as of January 30, 2016. Under 


current tax laws and regulations, if cash and cash equivalents held outside the U.S. are repatriated to the U.S., in 
certain circumstances we may be subject to additional income taxes. 
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The following table provides our long-term debt balance, net of debt issuance costs and unamortized discounts, 
as of January 30, 2016 and January 31, 2015: 


January 30, January 31, 
2016 2015 


(in millions) 
Senior Unsecured Debt with Subsidiary Guarantee 


$1 billion, 6.875% Fixed Interest Rate Notes due November 2035 (“2035 Notes”) ..... $ 988 $ — 
$1 billion, 5.625% Fixed Interest Rate Notes due February 2022 (“2022 Notes”) ...... 991 989 
$1 billion, 6.625% Fixed Interest Rate Notes due April 2021 (‘2021 Notes”) ......... 990 988 
$500 million, 5.625% Fixed Interest Rate Notes due October 2023 (“2023 Notes”) ..... 496 496 
$500 million, 8.50% Fixed Interest Rate Notes due June 2019 (“2019 Notes”) (a) ...... 493 496 
$400 million, 7.00% Fixed Interest Rate Notes due May 2020 (‘2020 Notes”) ........ 396 395 
Total Senior Unsecured Debt with Subsidiary Guarantee ............... 00000 $4,354 $3,364 
Senior Unsecured Debt 

$700 million, 6.90% Fixed Interest Rate Notes due July 2017 (“2017 Notes”) (b) ...... $ 715 $ 713 
$350 million, 6.95% Fixed Interest Rate Debentures due March 2033 (“2033 Notes”) .. 348 348 
$300 million, 7.60% Fixed Interest Rate Notes due July 2037 (“2037 Notes”) ......... 297 297 
Poreten: Pacihtles: 5.66 hind ew dG hoae Boe Paw ER Ge g aT ONES ene wo fee eS 7 — 
Total Senior Unsecured Debt ........ 0.000.000. ccc n ene $1,367 $1,358 
Ota, cs cee cee tess nesses tants sce set sess peescee nits Sols gteecak suo eee nau ceas oes aesteue Ned anke gy Suces  aneeae $5,721 $4,722 
Current Portion of Long-term Debt ....... 0.0.0... ccc ccc nena (6) — 
Total Long-term Debt, Net of Current Portion ............. 0.000 cee cece eee eee $5,715 $4,722 


(a) The balance includes a fair value interest rate hedge adjustment which increased the debt balance by 
$2 million as of January 30, 2016 and $8 million as of January 31, 2015. 

(b) The balance includes a fair value interest rate hedge adjustment which increased the debt balance by 
$16 million as of January 30, 2016 and $15 million as of January 31, 2015. 


In April 2015, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2015-03, Simplifying the 
Presentation of Debt Issuance Costs. This guidance requires companies to recognize debt issuance costs related 
to recognized debt liabilities in the balance sheet as a direct deduction from the carrying amount of those debt 
liabilities, consistent with debt discounts. We elected to early adopt this standard effective January 30, 2016. 
Upon adoption, prior period financial statements were recast to present debt issuance costs as a direct deduction 
from the carrying amount of the related debt liabilities consistent with the retrospective application required by 
the standard. The impact of the adoption of this standard is a decrease to Other Assets and Long-term Debt on the 
Consolidated Balance Sheets of $47 million as of January 30, 2016 and $43 million as of January 31, 2015. 


Issuance of Notes 


In October 2015, we issued $1 billion of 6.875% notes due in November 2035. The obligation to pay principal 
and interest on these notes is jointly and severally guaranteed on a full and unconditional basis by certain of the 
Company’s 100% owned subsidiaries (the ““Guarantors”). The proceeds from the issuance were $988 million, 
which were net of issuance costs of $12 million. These issuance costs are being amortized through the maturity 
date of November 2035 and are included within Long-term Debt on the January 30, 2016 Consolidated Balance 
Sheet. 


In October 2013, we issued $500 million of 5.625% notes due in October 2023. The 2023 Notes are jointly and 
severally guaranteed on a full and unconditional basis by the Guarantors. The proceeds from the issuance were 

$495 million, which were net of issuance costs of $5 million. These issuance costs are being amortized through 
the maturity date of October 2023 and are included within Long-term Debt on the Consolidated Balance Sheets. 
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Repayment of Notes 


In November 2014, we repaid the remaining $213 million of our 5.25% Senior Unsecured Notes due November 
2014 with cash on hand. 


Revolving Facilities 


We maintain a secured revolving credit facility (“Revolving Facility”). The Revolving Facility has aggregate 
availability of $1 billion and expires July 18, 2019. The fees related to committed and unutilized amounts per 
year are 0.30% per annum, and the fees related to outstanding letters of credit are 1.50% per annum. In addition, 
the interest rate on outstanding U.S. dollar borrowings or British pound borrowings is LIBOR plus 1.50%. The 
interest rate on outstanding Canadian dollar borrowings is CDOR plus 1.50% per annum. 


The Revolving Facility contains fixed charge coverage and debt to EBITDA financial covenants. We are required to 
maintain a fixed charge coverage ratio of not less than 1.75 to 1.00 and a consolidated debt to consolidated EBITDA 
ratio not exceeding 4.00 to 1.00 for the most recent four-quarter period. In addition, the Revolving Facility provides 
that investments and restricted payments may be made, without limitation on amount, if (a) at the time of and after 
giving effect to such investment or restricted payment the ratio of consolidated debt to consolidated EBITDA for the 
most recent four-quarter period is less than 3.00 to 1.00 and (b) no default or event of default exists. As of 

January 30, 2016, we were in compliance with both of our financial covenants. The ratio of consolidated debt to 
consolidated EBITDA was less than 3.00 to 1.00, and no default or event of default existed. 


During the second quarter of 2014 and the third quarter of 2013, we borrowed and repaid $5 million and $290 
million, respectively, under the Revolving Facility. The maximum daily amount outstanding at any point in time 
during the second quarter of 2014 and third quarter of 2013 was $5 million and $140 million, respectively. 


As of January 30, 2016, there were no borrowings outstanding under the Revolving Facility. 


The Revolving Facility also supports our letter of credit program. We had $8 million of outstanding letters of 
credit as of January 30, 2016 that reduce our remaining availability under our amended credit agreements. 


In addition to the Revolving Facility we maintain various revolving and term loan bank facilities with availability 
totaling $35 million to support our foreign operations (“Foreign Facilities”). These Foreign Facilities mature 
between November 15, 2016 and July 30, 2017. The interest rates on outstanding borrowings are based upon the 
applicable benchmark rate for the currency of each borrowing. 


During 2015, we borrowed $7 million under the Foreign Facilities. The maximum daily amount outstanding at 
any point in time during 2015 was $7 million. As of January 30, 2016, there were borrowings of $7 million 
outstanding under the Foreign Facilities. 


Fair Value Interest Rate Swap Arrangements 


In July 2014, we entered into interest rate swap arrangements related to $100 million of the outstanding 2017 
Notes and $100 million of the outstanding 2019 Notes. In 2013, we entered into interest rate swap arrangements 
related to $200 million of the outstanding 2017 Notes and $200 million of the outstanding 2019 Notes. The 
interest rate swap arrangements effectively convert the fixed interest rate on the related debt to a variable interest 
rate based on LIBOR plus a fixed percentage. 


The swap arrangements are designated as fair value hedges. The changes in the fair value of the interest rate swaps 
have an equal and offsetting impact to the carrying value of the debt on the balance sheet. The differential to be paid or 
received on the interest rate swap arrangements is accrued and recognized as an adjustment to interest expense. 
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In the past, we had entered into interest rate swap arrangements on the 2017 Notes. In 2012, we terminated these 
interest rate designated fair value hedges. The carrying values of the 2017 Notes include unamortized hedge 
settlements which are amortized as a reduction to interest expense through the maturity date of the Notes. 


For information related to our fair value interest rate swap arrangements, see Note 11 to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplemental Data. 


Working Capital and Capitalization 


We believe that our available short-term and long-term capital resources are sufficient to fund foreseeable 
requirements. 


The following table provides a summary of our working capital position and capitalization as of January 30, 
2016, January 31, 2015 and February 1, 2014: 


January 30, January 31, February 1, 


2016 2015 2014 
(in millions) 

Net Cash Provided by Operating Activities .......... 0.0.0.0. e eee eee $1,869 $1,786 $1,248 
Capital Expenditures) sa is iss5.5 dose bee antcgce ase sacgsecede ahauaniee sad Qeevaeanacdeoareagasnala 727 715 691 
Working Capital (a)... ce isco tieed biriieerd bourne ee edd 2,281 1,520 1,296 
Capitalization: 

Long-term Debt (b) .. 00.0... eee eect een ee 5,715 4,722 4,711 

Shareholders’ Equity (Deficit) ....... 0... cece cece eee ene eens (259) 18 (370) 
Total Capitalization (D) o..¢0 042005 cese pee die tee ee caw ne eases 5,456 4,740 4,341 
Remaining Amounts Available Under Credit Agreements (c)............ 992 981 992 


(a) As further discussed in Note 2 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data, prior year amounts have been recast to reflect the retrospective 
application of ASU No. 2015-17, Balance Sheet Classification of Deferred Taxes. 

(b) As further discussed in Note 2 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data, prior year amounts have been recast to reflect the retrospective 
application of ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. 

(c) Letters of credit issued reduce our remaining availability under the Revolving Facility. We have outstanding 
letters of credit that reduce our remaining availability under the Revolving Facility of $8 million, 
$19 million and $8 million as of January 30, 2016, January 31, 2015 and February 1, 2014, respectively. 


The following table provides certain measures of liquidity and capital resources as of January 30, 2016, 
January 31, 2015 and February 1, 2014: 


January 30, January 31, February 1, 


2016 2015 2014 
Debt-to-capitalization Ratio (a) (bD) oo... eee eee 105% 100% 109% 
Cash Flow to Capital Investment (Cc) ..... 0.0... cece eee 257% 250% 181% 


(a) Long-term debt divided by total capitalization 

(b) As further discussed in Note 2 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data, prior year amounts have been recast to reflect the retrospective 
application of ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. 

(c) Net cash provided by operating activities divided by capital expenditures 
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Credit Ratings 


The following table provides our credit ratings as of January 30, 2016: 


Moody’s S&P Fitch 
Compote sd ds eae nie da readied ae eerie as Dea bee wee eke Bal BB+ BB+ 
Senior Unsecured Debt with Subsidiary Guarantee ................. Bal BB+ BB+ 
senior Unsecured Debi: 2.0 4043.4. anes sania bau dag Mecdaotid ape a Sred Ba2 BB- BB 
Outlook: se 034 Se a eed os es Sel dae deat eee et araee Stable Stable — Stable 


Our borrowing costs under our Revolving Facility are linked to our credit ratings at Moody’s, S&P and Fitch. If 
we receive an upgrade or downgrade to our corporate credit ratings by Moody’s, S&P and Fitch, the borrowing 
costs could decrease or increase, respectively. The guarantees of our obligations under the Revolving Facility by 
the Guarantors and the security interests granted in our and the Guarantors’ collateral securing such obligations 
are released if our credit ratings are higher than a certain level. Additionally, the restrictions imposed under the 
Revolving Facility on our ability to make investments and to make restricted payments cease to apply if our 
credit ratings are higher than certain levels. Credit rating downgrades by any of the agencies do not accelerate the 
repayment of any of our debt. 


Common Stock Share Repurchases 


Under the authority of our Board of Directors, we repurchased shares of our common stock under the following 
repurchase programs during the fiscal years 2015, 2014 and 2013: 


Average Stock 


Price of 
Shares 
Shares Repurchased Amount Repurchased a dati 

Repurchase Program Amount Authorized 2015 2014 2013 2015 2014 =. 2013 Program 
(in millions) Gn thousands) Gn millions) 

JUNE 2OVD cessing a dew eet Sake $250 2,680 NA NA $233 NA NA $87.06 

February 2015 .............. 250 2,788 NA NA 250 NA NA $89.45 

November 2012 ............. 250 NA 1,317 1,377. NA §$ 84 $ 63 $54.02 
NOtal. 3.4. cbs hei isiek es da eecas 5,468 1,317 1,377 $483 $ 84 $ 63 


In June 2015, our Board of Directors approved a new $250 million share repurchase program, which included the 
$0.6 million remaining under the February 2015 repurchase program. 


In February 2015, our Board of Directors approved a $250 million share repurchase program, which included the 
$91 million remaining under the November 2012 repurchase program. 


There were no share repurchases reflected in Accounts Payable on the January 30, 2016 or January 31, 2015 
Consolidated Balance Sheets. 


Subsequent to January 30, 2016, our Board of Directors approved a new $500 million share repurchase program 
(“February 2016 repurchase program’’), which included the $17 million remaining under the June 2015 
repurchase program. We repurchased an additional 2.5 million shares of common stock for $211 million under 
the February 2016 repurchase program subsequent to January 30, 2016. 


We use cash flow generated from operating activities and financing activities to fund our share repurchase 
programs. The timing and amount of any repurchases will be made in our discretion, taking into account a 


number of factors, including market conditions. 
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Dividend Policy and Procedures 


Under the authority and declaration of our Board of Directors, we paid the following dividends during the fiscal 
years 2015, 2014 and 2013: 


Ordinary Special Total 
Dividends Dividends Dividends Total Paid 
(per share) (in millions) 

2015 

Fourth Quarter 0... 0... ete nent n eee $0.50 $ — $0.50 $ 145 
Third Quarter ace dee ehced chee Miho dae ee a OR, Sen 0.50 — 0.50 146 
second Quarter 2.35 écce0 sce ee ab edb ek ae bob de Oba e eens 0.50 — 0.50 146 
Patt OU arte ic bed ita a See hed ee baed & Sine aie Soka Pere doh maces eens 0.50 2.00 2.50 734 
2015 Total $2.00 $2.00 $4.00 $1,171 
2014 

Fourth Quarter 63/5 6 ee bose e eee Sh RSA oS ees $0.34 $ — $0.34 $ 100 
Phd Quartet s.2.2:2, suaw dei anceateadewerateae gd waned gawd eee aad 0.34 — 0.34 100 
Second Quarter™ «.cisscectenc ote yles Meade) a Rhee dee eed 0.34 — 0.34 99 
First Quarters. 66 abe eek oo ia eked aa ede weed ee 0.34 1.00 1.34 392 
2014 Total $1.36 $1.00 $2.36 $ 691 
2013 

Fourth’ OWarter’ y¥.4.660.c4 died ed alee ak oh Fad wed oS oeecs $0.30 $ — $0.30 $ 88 
AM PEL QUASI 35, co ch dace Pat fd inten het sa Tee a ctgeSelaaa teh tect Joc Sea ater ace 0.30 — 0.30 87 
Second OQuAaMter -. ce. 2 csaciteeoeken pe yd, ee eae ghee tee Sadia 0.30 — 0.30 87 
First QUarter 3.2. ¢03.5 ceo od dee ee aes beaded gad eda 0.30 — 0.30 87 
2013 Total $1.20 $ — $1.20 $ 349 


Our Board of Directors will determine future dividends after giving consideration to the Company’s levels of 
profit and cash flow, capital requirements, current and forecasted liquidity, the restrictions placed upon us by our 
borrowing arrangements as well as financial and other conditions existing at the time. We use cash flow 
generated from operating activities to fund our ordinary dividends and a combination of cash flow generated 
from operating activities and financing activities to fund our special dividends. 


Subsequent to January 30, 2016, our Board of Directors declared an increase in our first quarter 2016 ordinary 
dividend from $0.50 to $0.60 per share and a special dividend of $2 per share. Both dividends, totaling 

$748 million, were paid on March 4, 2016 to shareholders of record at the close of business on February 19, 
2016. 


Cash Flow 


The following table provides a summary of our cash flow activity for the fiscal years ended January 30, 
2016, January 31, 2015 and February 1, 2014: 


2015 2014 2013 
(in millions) 


Cash and Cash Equivalents, Beginning of Year ...............0 00 ee eee eee $1,681 $1,519 $ 773 
Net Cash Flows Provided by Operating Activities .................0 000000008. 1,869 1,786 = 1,248 
Net Cash Flows Used for Investing Activities ..............0 00 cece eee eee eee (443) (699) (655) 
Net Cash Flows Provided by (Used for) Financing Activities ................004. (558) (919) 154 
Effect of Exchange Rate Changes on Cash ............. 000 e cece cece eee (1) (6) (1) 
Net Increase in Cash and Cash Equivalents ........ 0.0.0.0... 0 cece eee eee eee 867 162 746 
Cash and Cash Equivalents, End of Year ........ 2.0.0... 0c ec eect eens $2,548 $1,681 $1,519 


Operating Activities 


Net cash provided by operating activities in 2015 was $1.869 billion, including net income of $1.253 billion. Net 
income included depreciation and amortization of $457 million, share-based compensation expense of 

$97 million, gain on divestiture of the third-party apparel sourcing business of $78 million and excess tax 
benefits from stock-based compensation of $70 million. Other changes in assets and liabilities represent items 
that had a current period cash flow impact, such as changes in working capital. The most significant item in 
working capital was an increase in operating cash flow associated with an increase in income taxes payable of 
$131 million. 


Net cash provided by operating activities in 2014 was $1.786 billion, including net income of $1.042 billion. Net 
income included depreciation and amortization of $438 million, share-based compensation expense of 

$90 million and a decrease in deferred income taxes of $50 million. Other changes in assets and liabilities 
represent items that had a current period cash flow impact, such as changes in working capital. The most 
significant item in working capital was an increase in operating cash flow associated with a decrease in 
inventories of $121 million. 


Net cash provided by operating activities in 2013 was $1.248 billion, including net income of $903 million. Net 
income included depreciation and amortization of $407 million and share-based compensation expense of 

$85 million. Other changes in assets and liabilities represent items that had a current period cash flow impact, 
such as changes in working capital. The most significant item in working capital was a decrease in operating cash 
flow associated with an increase in inventories of $168 million. 


Investing Activities 


Net cash used for investing activities in 2015 was $443 million consisting primarily of $727 million of capital 
expenditures and purchases of marketable securities of $60 million, partially offset by proceeds from the sale of 
assets of $196 million, proceeds from the divestiture of the third-party apparel sourcing business for $85 million 
and proceeds from the sale of marketable securities of $50 million. The capital expenditures included 

$555 million for opening new stores and remodeling and improving existing stores. Remaining capital 
expenditures were primarily related to spending on technology and infrastructure to support growth. 


Net cash used for investing activities in 2014 was $699 million consisting primarily of $715 million of capital 
expenditures. The capital expenditures included $553 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to spending on technology and 
infrastructure to support growth. 


Net cash used for investing activities in 2013 was $655 million consisting primarily of $691 million of capital 
expenditures partially offset by the return of capital from the third-party apparel sourcing business investment of 
$46 million. The capital expenditures included $551 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to spending on technology and 
infrastructure to support growth. 


We anticipate spending approximately $900 million to $1 billion for capital expenditures in 2016 with the 
majority relating to opening new stores and remodeling and improving existing stores. We expect to open 
approximately 68 new company-owned stores in 2016, primarily in Canada and the U.S. 


Financing Activities 


Net cash used for financing activities in 2015 was $558 million consisting primarily of quarterly and special 
dividend payments totaling $4 per share, or $1.171 billion, and repurchases of common stock of $483 million. 
These were partially offset by the net proceeds of $988 million from the 2035 Notes issuance, excess tax benefits 
from share-based compensation of $70 million and proceeds from the exercise of stock options of $33 million. 
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Net cash used for financing activities in 2014 was $919 million consisting primarily of quarterly and special 
dividend payments totaling $2.36 per share, or $691 million, the repayment of long-term debt of $213 million 
and repurchases of common stock of $87 million. These were partially offset by excess tax benefits from share- 
based compensation of $43 million and proceeds from the exercise of stock options of $34 million. 


Net cash provided by financing activities in 2013 was $154 million consisting primarily of proceeds from the 
issuance of long-term debt of $495 million (net of issuance costs), excess tax benefits from share-based 
compensation of $36 million and proceeds from the exercise of stock options of $32 million. These were partially 
offset by quarterly dividend payments totaling $1.20 per share, or $349 million, and repurchases of common 
stock of $60 million. 


Contingent Liabilities and Contractual Obligations 


The following table provides our contractual obligations, aggregated by type, including the maturity profile as of 
January 30, 2016: 


Payments Due by Period 

Less More 

Than 1 1-3 4-5 than 5 
Total Year Years Years Years Other 
(in millions) a 
Long-term Debt (a) 20.0.0... 0. ccc ccc cence eens $ 9,309 $ 385 $1,398 $1,497 $6,029 $ — 
Operating Lease Obligations (b) ................00.0. 4,753 640 =+1,171 972 1,970 _— 
Purchase Obligations (Cc) ...... 0... cee eee eee 1,185 = 1,134 42 8 1 — 
Other Liabilitiés (0). 22.4.4 es acces aan ed eee cab ees 545 179 366 
UOUAL, 3 es fiecietaee ne, aherse aleya ee a aes) ele ataugtive anes a eevee etiee ae $15,792 $2,338 $2,611 $2,477 $8,000 $366 


(a) Long-term debt obligations relate to our principal and interest payments for outstanding notes and 
debentures. Interest payments have been estimated based on the coupon rate for fixed rate obligations. 
Interest obligations exclude amounts which have been accrued through January 30, 2016. For additional 
information, see Note 10 to the Consolidated Financial Statements included in Item 8. Financial Statements 
and Supplementary Data. 

(b) Operating lease obligations primarily represent minimum payments due under store lease agreements. For 
additional information, see Note 14 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 

(c) Purchase obligations primarily include purchase orders for merchandise inventory and other agreements to 
purchase goods or services that are enforceable and legally binding and that specify all significant terms, 
including: fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and 
the approximate timing of the transactions. 

(d) Other liabilities primarily include future payments relating to our nonqualified supplemental retirement plan 
of $274 million which have been reflected under “Other” as the timing of these future payments is not 
known until an associate leaves the Company or otherwise requests an in-service distribution. In addition, 
Other liabilities also include future estimated payments associated with unrecognized tax benefits. The 
“Less Than | Year” category includes $178 million of these tax items because it is reasonably possible that 
the amounts could change in the next 12 months due to audit settlements or resolution of uncertainties. The 
remaining portion totaling $92 million is included in the “Other” category as it is not reasonably possible 
that the amounts could change in the next 12 months. For additional information, see Note 9 to the 
Consolidated Financial Statements in Item 8. Financial Statements and Supplementary Data. 


In connection with the disposition of certain businesses, we have remaining guarantees of approximately 

$24 million related to lease payments of Express, Limited Stores and Dick’s Sporting Goods under the current 
terms of noncancelable leases expiring at various dates through 2021. These guarantees include minimum rent 
and additional payments covering taxes, common area costs and certain other expenses and relate to leases that 
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commenced prior to the disposition of the businesses. In certain instances, our guarantee may remain in effect if 
the term of a lease is extended. 


The following table details the guaranteed lease payments during the next five fiscal years: 


Fiscal Year (in millions) 


DOUG sea tiene ed aig by) Wi wparntna shin a od he das and Sara dae aesle Pa aed wd a eyeedled Sans $ 8 
OM esata cacrtepctce anne ae sice seis aha dn scsapeeee # alse acencyandci eraesioenau ba aecsates anenianleidh ce ceae pete taeghsaas ka 6 
QOUS) fhe dace e sed dcaedieay aeb A Sidhn ba detieaydie ed ardent Sed Leg ateseated abi eds Rates ed au 4 
OND ae acdc thaetetehs cehoece a cantese ee deine eee asses Aedes sR dos See ea hape tear ac ee nn dae ocak 2 
2OQ0 ve seo to sneoin de ate dco are ann d-siacblnledaceand acts ee aan ba esa tidied ee bt Deed aie and se the 2 
PIUMERE AIM. 25,c8ciectnasehcrans Gas-cetha Te apenenieai atenese der an Stare cotesantictes aca di eecdsiva letauteashee ose alee 2 
TOtal o25.acoie hides ate Mad ties edad Ga edhe date eat Bie bated wth wybiaanl avd deboex $24 


Our guarantees related to Express and Limited Stores required fair value accounting in accordance with GAAP in 
effect at the time of these divestitures. Our guarantees related to Dick’s Sporting Goods were not subject to fair 
value accounting, but require that a loss be accrued when probable and reasonably estimable based on GAAP in 
effect at the time of that divestiture. We have not recorded a liability with respect to any of these guarantee 
obligations as of January 30, 2016 as we concluded that payments under these guarantees were not probable. 


In connection with our investment in ETC, in the second quarter of 2015, we provided a guarantee of payment to 
an interest rate swap counterparty for amounts owed by ETC, if any, upon settlement if ETC is unable to pay. 
Our estimated maximum potential loss from this guarantee is $77 million. We have not recorded a liability with 
respect to this guarantee obligation as we concluded that payment under this guarantee was not probable as of 
January 30, 2016. For additional information, see Note 7, “Equity Investments and Other’ and Note 15, 
“Commitments and Contingencies” included in Item 8. Financial Statements and Supplemental Data. 


In 2015, in connection with the sale and leaseback under noncancellable operating leases of certain assets, we 
provided residual value guarantees to the lessor if the leased assets cannot be sold for an amount in excess of a 
specified minimum value at the conclusion of the lease term. The leases expire in 2020, and the total amount of 
the guarantees is approximately $105 million. We recorded a liability of $3 million related to these guarantee 
obligations as of January 30, 2016 which is included in Other Long-term Liabilities on the Consolidated Balance 
Sheet. 


Off Balance Sheet Arrangements 


We have no off balance sheet arrangements as defined by Regulation 229.303 Item 303 (a) (4). 


Recently Issued Accounting Pronouncements 
Revenue Recognition from Contracts with Customers 


In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This guidance 
requires companies to recognize revenue in a manner that depicts the transfer of promised goods or services to 
customers in amounts that reflect the consideration to which a company expects to be entitled in exchange for 
those goods or services. The new standard also will result in enhanced disclosures about the nature, amount, 
timing and uncertainty of revenue and cash flows arising from contracts with customers. This guidance will be 
effective beginning in fiscal 2018, with early adoption as of fiscal 2017 permitted. The standard allows for either 
a full retrospective or a modified retrospective transition method. We are currently evaluating this standard, 
including the transition method and timing of adoption, and the related impact on our Consolidated Statements of 
Income and Comprehensive Income, Balance Sheets and Statements of Cash Flows. 
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Leases 


In February 2016, the FASB issued ASU No. 2016-02, Leases. This guidance requires companies classified as 
lessees to put most leases on their balance sheets but recognize expenses on their income statements in a manner 
similar to today’s accounting. The new standard also will result in enhanced quantitative and qualitative 
disclosures, including significant judgments made by management, to provide greater insight into the extent of 
revenue and expense recognized and expected to be recognized from existing leases. The standard requires 
modified retrospective adoption and will be effective beginning in fiscal 2019, with early adoption permitted. We 
are currently evaluating this standard, including the timing of adoption, and the related impact on our 
Consolidated Statements of Income and Comprehensive Income, Balance Sheets and Statements of Cash Flows. 


Simplifying the Presentation of Debt Issuance Costs 


In April 2015, the FASB issued ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. This 
guidance requires companies to recognize debt issuance costs related to recognized debt liabilities in the balance 
sheet as a direct deduction from the carrying amount of those debt liabilities, consistent with debt discounts. This 
guidance will be effective beginning in fiscal 2016, and early adoption is permitted. 


We elected to early adopt this standard effective January 30, 2016. Upon adoption, prior period financial 
statements were recast as required by the standard to present debt issuance costs as a direct deduction from the 
carrying amount of the related debt liabilities consistent with the retrospective application required by the 
standard. The impact of the adoption of this standard is a decrease to Other Assets and Long-term Debt on the 
Consolidated Balance Sheets of $47 million as of January 30, 2016 and $43 million as of January 31, 2015. 


Balance Sheet Classification of Deferred Taxes 


In November 2015, the FASB issued ASU No. 2015-17, Balance Sheet Classification of Deferred Taxes. This 
guidance requires companies to present all deferred tax assets and liabilities as noncurrent in the balance sheet. 
This guidance will be effective beginning in fiscal 2017, and early adoption is permitted. 


We elected to early adopt this standard effective January 30, 2016 using the retrospective application transition 
method as allowed by the standard. Upon adoption, prior period financial statements were recast to present all 
deferred tax asset and liabilities as noncurrent on the balance sheet. The impact of the adoption of this standard is 
a decrease in current deferred income tax assets on the Consolidated Balance Sheets of approximately 

$35 million as of January 30, 2016 and $33 million as of January 31, 2015; an increase in noncurrent deferred 
income tax assets of $8 million as of January 30, 2016 and January 31, 2015; and a decrease to noncurrent 
deferred income tax liabilities of $27 million as of January 30, 2016 and $25 million as of January 31, 2015 on 
the Consolidated Balance Sheets. 


Impact of Inflation 


While it is difficult to accurately measure the impact of inflation due to the imprecise nature of the estimates 
required, we believe the effects of inflation, if any, on the results of operations and financial condition have been 
minor. 


Critical Accounting Policies and Estimates 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to adopt accounting policies related to estimates and assumptions that affect the reported amounts 
of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period, as well as the related disclosure of contingent assets and liabilities at the date of the 
financial statements. On an ongoing basis, management evaluates its accounting policies, estimates and 
judgments, including those related to inventories, long-lived assets, claims and contingencies, income taxes and 
revenue recognition. Management bases our estimates and judgments on historical experience and various other 
factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. 


54 


Management has discussed the development and selection of our critical accounting policies and estimates with 
the Audit Committee of our Board of Directors and believes the following assumptions and estimates are most 
significant to reporting our results of operations and financial position. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


We record valuation adjustments to our inventories if the cost of inventory on hand exceeds the amount we 
expect to realize from the ultimate sale or disposal of the inventory. These estimates are based on management’s 
judgment regarding future demand and market conditions and analysis of historical experience. If actual demand 
or market conditions are different than those projected by management, future period merchandise margin rates 
may be unfavorably or favorably affected by adjustments to these estimates. 


We also record inventory loss adjustments for estimated physical inventory losses that have occurred since the 
date of the last physical inventory. These estimates are based on management’s analysis of historical results and 
operating trends. 


Management believes that the assumptions used in these estimates are reasonable and appropriate. A 10% 
increase or decrease in the inventory valuation adjustment would have impacted net income by approximately 
$2 million for 2015. A 10% increase or decrease in the estimated physical inventory loss adjustment would have 
impacted net income by approximately $3 million for 2015. 


Valuation of Long-lived Assets 


Property and equipment and intangible assets with finite lives are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount of the asset may not be recoverable. If the estimated 
undiscounted future cash flows related to the asset are less than the carrying value, we recognize a loss equal to 
the difference between the carrying value and the estimated fair value, usually determined by the estimated 
discounted future cash flows of the asset. When a decision has been made to dispose of property and equipment 
prior to the end of the previously estimated useful life, depreciation estimates are revised to reflect the use of the 
asset over the shortened estimated useful life. 


Goodwill is reviewed for impairment each year in the fourth quarter and may be reviewed more frequently if 
certain events occur or circumstances change. First, we perform a qualitative assessment to determine whether it 
is more likely than not that each reporting unit’s fair value is less than its carrying value, including goodwill. If 
we determine that it is more likely than not that the fair value of the reporting unit is less than its carrying value, 
we then estimate the fair value of all assets and liabilities of that reporting unit, including the implied fair value 
of goodwill, through either estimated discounted future cash flows or market-based methodologies. If the 
carrying value of goodwill exceeds the implied fair value, we recognize an impairment charge equal to the 
difference. Our reporting units are determined in accordance with the provisions of Accounting Standards 
Codification (“ASC”) Topic 350, Intangibles—Goodwill and Other. Our reporting units that have goodwill are 
Victoria’s Secret Stores, Victoria’s Secret Direct and Bath & Body Works. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. We first perform a qualitative 
assessment to determine whether it is more likely than not that the indefinite-lived intangible asset is impaired. If 
we determine that it is more likely than not that the fair value of the asset is less than its carrying amount, we 
estimate the fair value, usually determined by the estimated discounted future cash flows of the asset, compare 
that value with its carrying amount and record an impairment charge, if any. 


We estimate the fair value of property and equipment, goodwill and intangible assets in accordance with the 
provisions of ASC Topic 820, Fair Value Measurements and Disclosures. If future economic conditions are 
different than those projected by management, future impairment charges may be required. 
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Claims and Contingencies 


We are subject to various claims and contingencies related to lawsuits, insurance, regulatory and other matters 
arising out of the normal course of business. Our determination of the treatment of claims and contingencies in 
the Consolidated Financial Statements is based on management’s view of the expected outcome of the applicable 
claim or contingency. We consult with legal counsel on matters related to litigation and seek input from both 
internal and external experts with respect to matters in the ordinary course of business. We accrue a liability if 
the likelihood of an adverse outcome is probable and the amount is reasonably estimable. If the likelihood of an 
adverse outcome is only reasonably possible (as opposed to probable) or if an estimate is not reasonably 
determinable, disclosure of a material claim or contingency is disclosed in the Notes to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplementary Data. 


Income Taxes 


We account for income taxes under the asset and liability method. Under this method, taxes currently payable or 
refundable are accrued, and deferred tax assets and liabilities are recognized for the estimated future tax 
consequences attributable to differences between the financial statement carrying amounts of existing assets and 
liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable operating loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income tax rates in effect 
for the year in which those temporary differences are expected to be recovered or settled. The effect on deferred 
tax assets and liabilities of a change in income tax rates is recognized in our Consolidated Statement of Income in 
the period that includes the enactment date. A valuation allowance is recorded to reduce the carrying amounts of 
deferred tax assets if it is more likely than not that such assets will not be realized. U.S. deferred income taxes are 
not provided on undistributed income of foreign subsidiaries where such earnings are considered to be 
permanently reinvested for the foreseeable future. 


Significant judgment is required in determining the provision for income taxes and related accruals, deferred tax 
assets and liabilities. In determining our provision for income taxes, we consider permanent differences between 
book and tax income and statutory income tax rates. Our effective income tax rate is affected by items including 
changes in tax law, the tax jurisdiction of new stores or business ventures and the level of earnings. 


We follow the authoritative guidance included in ASC Topic 740, Income Taxes, which contains a two-step 
approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the tax position for 
recognition by determining if the available evidence indicates it is more likely than not that the position will be 
sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is to 
measure the tax benefit as the largest amount which is more than 50% likely of being realized upon ultimate 
settlement. We consider many factors when evaluating and estimating our tax positions and tax benefits, which 
may require periodic adjustments and which may not accurately forecast actual outcomes. Our policy is to 
include interest and penalties related to uncertain tax positions in income tax expense. 


Our income tax returns, like those of most companies, are periodically audited by domestic and foreign tax 
authorities. These audits include questions regarding our tax filing positions, including the timing and amount of 
deductions and the allocation of income among various tax jurisdictions. At any one time, multiple tax years are 
subject to audit by the various tax authorities. A number of years may elapse before a particular matter for which 
we have established an accrual is audited and fully resolved or clarified. We adjust our tax contingencies accrual 
and income tax provision in the period in which matters are effectively settled with tax authorities at amounts 
different from our established accrual, when the statute of limitations expires for the relevant taxing authority to 
examine the tax position or when more information becomes available. 


Although we believe that our estimates are reasonable, actual results could differ from these estimates resulting 
in a final tax outcome that may be materially different from that which is reflected in our Consolidated Financial 
Statements. 
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Revenue Recognition 
Company-owned Stores and Direct Channels 


While our recognition of revenue does not involve significant judgment, revenue recognition represents an 
important accounting policy for our organization. We recognize revenue upon customer receipt of the 
merchandise. We also provide a reserve for projected merchandise returns based on prior experience. For direct 
channel revenues, we estimate shipments that have not been received by the customer based on shipping terms 
and historical delivery times. 


All of our brands sell gift cards with no expiration dates to customers in retail stores, through our direct channels 
and through third parties. We do not charge administrative fees on unused gift cards. We recognize income from 
gift cards when they are redeemed by the customer. In addition, we recognize income on unredeemed gift cards 
when we can determine that the likelihood of the gift card being redeemed is remote and there is no legal 
obligation to remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). We determine the gift 
card breakage rate based on historical redemption patterns. Gift card breakage is included in Net Sales in our 
Consolidated Statements of Income. 


Royalty and Other 


We also recognize revenues associated with franchise, license and wholesale arrangements. Revenue recognized 
under franchise and license arrangements generally consists of royalties earned and recognized upon sale of 
merchandise by franchise and license partners to retail customers. Revenue is generally recognized under 
wholesale arrangements at the time the title passes to the partner. 


We recognize revenue associated with merchandise sourcing and production services provided to third parties. 
Revenue is recognized at the time the title passes to the customer. 


ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 
Market Risk 


The market risk inherent in our financial instruments represents the potential loss in fair value, earnings or cash 
flows arising from adverse changes in foreign currency exchange rates or interest rates. We use derivative 
financial instruments like cross-currency swaps, forward contracts and interest rate swap arrangements to manage 
exposure to market risks. We do not use derivative financial instruments for trading purposes. 


Foreign Exchange Rate Risk 


We have operations in foreign countries, which expose us to market risk associated with foreign currency 
exchange rate fluctuations. To mitigate the translation risk to our earnings and the fair value of our Canadian 
operations associated with fluctuations in the U.S. dollar-Canadian dollar exchange rate, we entered into a cross- 
currency swap related to a Canadian dollar denominated intercompany loan. This cross-currency swap requires 
the periodic exchange of fixed rate Canadian dollar interest payments for fixed rate U.S. dollar interest payments 
as well as exchange of Canadian dollar and U.S. dollar principal payments upon maturity. The swap arrangement 
matures in January 2018 at the same time as the related loan. As a result of the Canadian dollar denominated 
intercompany loan and the related cross-currency swap, we do not believe there is any material translation risk to 
our Canadian net earnings associated with fluctuations in the U.S. dollar-Canadian dollar exchange rate. 


In addition, our Canadian dollar and British pound denominated earnings are subject to exchange rate risk as 
substantially all of our merchandise sold in Canada and the U.K. is sourced through U.S. dollar transactions. 
Although we utilize foreign currency forward contracts to partially offset these risks, these measures may not 
succeed in offsetting all of the short-term impact of foreign currency rate movements and generally may not be 
effective in offsetting the long-term impact of sustained shifts in foreign currency rates. 
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Further, although our royalty arrangements with our international partners are denominated in U.S. dollars, the 
royalties we receive in U.S. dollars are calculated based on sales in the local currency. As a result, our royalties 
in these arrangements are exposed to foreign currency exchange rate fluctuations. 


Interest Rate Risk 


Our investment portfolio primarily consists of interest-bearing instruments that are classified as cash and cash 
equivalents based on their original maturities. Our investment portfolio is maintained in accordance with our 
investment policy, which specifies permitted types of investments, specifies credit quality standards and maturity 
profiles and limits credit exposure to any single issuer. The primary objectives of our investment activities are the 
preservation of principal, the maintenance of liquidity and the maximization of interest income while minimizing 
risk. Currently, our investment portfolio is comprised of U.S. government obligations, U.S. Treasury and AAA- 
rated money market funds, highly rated commercial paper and bank deposits. Given the short-term nature and 
quality of investments in our portfolio, we do not believe there is any material risk to principal associated with 
increases or decreases in interest rates. 


All of our long-term debt as of January 30, 2016 has fixed interest rates. We will from time to time adjust our 
exposure to interest rate risk by entering into interest rate swap arrangements. As of January 30, 2016, we have 
interest rate swap arrangements with notional amounts of $300 million related to a portion of our 2017 Notes and 
$300 million related to a portion of our 2019 Notes. 


The effect of the interest rate swap arrangements is to convert the respective amount of debt from a fixed interest 
rate to a variable interest rate. The variable interest rate associated with these swap arrangements fluctuates based 
on changes in the three-month LIBOR. 


For the balance of our long-term debt that is not subject to interest rate swap arrangements, our exposure to 
interest rate changes is limited to the fair value of the debt issued, which would not have a material impact on our 
earnings or cash flows. 


Fair Value of Financial Instruments 
As of January 30, 2016, management believes that the carrying values of cash and cash equivalents, receivables 
and payables approximate fair value because of the short maturity of these financial instruments. 
The following table provides a summary of the principal value and fair value of long-term debt and swap 
arrangements as of January 30, 2016 and January 31, 2015: 
January 30, January 31, 
2016 015 
(in millions) 


Long-term Debt (a): 


Principal: Valle: 3: sig sch iaai di adda eashgharnce dB ile aceeitea-alg sands $5,750 $4,750 

Fair Value, Estimated (b) ....... 0.0.0... 0 0c cee eee 6,209 5,305 
Cross-currency Swap Arrangements (C) ........... 00.2 ee eee (27) (21) 
Fixed-to-Floating Interest Rate Swap Arrangements (c) ........ (11) (12) 


(a) The increase in the long-term debt is related to the October 2015 issuance of $1 billion notes due in 
November 2035. 

(b) The estimated fair value is based on reported transaction prices. The estimates presented are not necessarily 
indicative of the amounts that we could realize in a current market exchange. 

(c) Swap arrangements are in an asset position. 


Concentration of Credit Risk 


We maintain cash and cash equivalents and derivative contracts with various major financial institutions. We 
monitor the relative credit standing of financial institutions with whom we transact and limit the amount of credit 
exposure with any one entity. We also periodically review the relative credit standing of franchise, license and 
wholesale partners and other entities to which we grant credit terms in the normal course of business. 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 


L BRANDS, INC. 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
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Consolidated Balance Sheets as of January 30, 2016 and January 31, 2015 ............ 00.00.0000. 
Consolidated Statements of Total Equity (Deficit) for the Years Ended January 30, 2016, January 31, 
2015 and Bebruary 1, 2014 06 pied dow gai eed sa oie eee Wes RSet ede eee eed ates ams 
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Our fiscal year ends on the Saturday nearest to January 31. Fiscal years are designated in the Consolidated 
Financial Statements and Notes by the calendar year in which the fiscal year commences. The results for fiscal 


years 2015, 2014 and 2013 refer to the 52-week periods ending January 30, 2016, January 31, 2015 and 
February 1, 2014, respectively. 
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Management’s Report on Internal Control Over Financial Reporting 


Management is responsible for establishing and maintaining adequate internal control over financial reporting as 
defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The Company’s internal 
control system is designed to provide reasonable assurance to the Company’s management and Board of 
Directors regarding the preparation and fair presentation of published financial statements. Because of its 
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Therefore, 
even those systems determined to be effective can provide only reasonable assurance with respect to financial 
statement preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are 
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


Management assessed the effectiveness of the Company’s internal control over financial reporting as of 

January 30, 2016. In making this assessment, management used the criteria established in Internal Control- 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 
framework) (the COSO criteria). 


Based on our assessment and the COSO criteria, management believes that the Company maintained effective 
internal control over financial reporting as of January 30, 2016. 


The Company’s independent registered public accounting firm, Ernst & Young LLP, has issued an attestation 
report on the Company’s internal control over financial reporting. Ernst & Young LLP’s report appears on the 
following page and expresses an unqualified opinion on the effectiveness of the Company’s internal control over 
financial reporting as of January 30, 2016. 
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting 
The Board of Directors and Shareholders of L Brands, Inc.: 


We have audited L Brands, Inc.’s internal control over financial reporting as of January 30, 2016, based on 
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (2013 framework) (the COSO criteria). L Brands, Inc.’s 
management is responsible for maintaining effective internal control over financial reporting, and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion 
on the Company’s internal control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, L Brands, Inc. maintained, in all material respects, effective internal control over financial 
reporting as of January 30, 2016, based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Consolidated Balance Sheets of L Brands, Inc. as of January 30, 2016 and January 31, 2015, 
and the related Consolidated Statements of Income, Comprehensive Income, Total Equity (Deficit), and Cash 
Flows for each of the three years in the period ended January 30, 2016 of L Brands, Inc., and our report dated 
March 18, 2016 expressed an unqualified opinion thereon. 


/s/ Ernst & Young LLP 


Grandview Heights, Ohio 
March 18, 2016 
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Report of Independent Registered Public Accounting Firm on Consolidated Financial Statements 
The Board of Directors and Shareholders of L Brands, Inc.: 


We have audited the accompanying Consolidated Balance Sheets of L Brands, Inc. as of January 30, 2016 and 
January 31, 2015, and the related Consolidated Statements of Income, Comprehensive Income, Total Equity 
(Deficit), and Cash Flows for each of the three years in the period ended January 30, 2016. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of L Brands, Inc. at January 30, 2016 and January 31, 2015, and the consolidated results of 
their operations and their cash flows for each of the three years in the period ended January 30, 2016, in 
conformity with U.S. generally accepted accounting principles. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), L Brands, Inc.’s internal control over financial reporting as of January 30, 2016, based on criteria 
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of 
the Treadway Commission (2013 framework) and our report dated March 18, 2016 expressed an unqualified 
opinion thereon. 


/s/ Ernst & Young LLP 


Grandview Heights, Ohio 
March 18, 2016 
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L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF INCOME 


(in millions except per share amounts) 


2015 2014 2013 
INGE Sales 2ecticius otis nk nue Sed Bh od tg eee eae Gea ee eee $12,154 $11,454 $10,773 
Costs of Goods Sold, Buying and Occupancy ......... 00... cee eee eee (6,950) (6,646) (6,344) 
GOSS PORE: isd 0s syacaia aviesdee a wale EH ands HE ace waded Dante bal Se ae Gad ald 5,204 4,808 4,429 
General, Administrative and Store Operating Expenses ................-00-5 (3,012) (2,855) (2,686) 
Operating InCome 5.5.6.5. dite fasce ees re oi deb id qudspbiaedcangesp a a Boies BGS San pave aotre 2,192 1,953 1,743 
Interest EXPense:..3.04346-eisdadivtdtesboitasd obi ee bia dita a ieaeee dee (334) (324) (314) 
OSE COMME ss, assed syle dois chasers saa peepee ed ntact Staaten Bie ac sethaa, esos, Gee aha 76 7 17 
Income: Before Income Taxes - o25 s:csgondccu goa deed bp dea de oa wn eee ba 1,934 1,636 1,446 
Provision for Income Taxes .......... 0. ccc ccc eee teen eens 681 594 543 
I [18 0 16% 6) 0 6 = cee men esa a PO ST $ 1,253 $1,042 $ 903 
Net Income: Per Basic Shae. de s+ 628.805 h0e.s £3.08 eee ead denen Gated es $ 430 $ 3.57 $ 3.12 
Nét Income: Per Diluted Shares oie 0:ées seeps weet sce de aie Pomel Pe eased ets $ 4.22 $ 3.50 $ 3.05 


L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 


(in millions) 


2015 2014 2013 

Net InCOme? 3 :55.4e3esse ied ote wd gee ead dae ed dla eee Bees a BS Sie dd Sateare Wehigiawwes $ 1,253 $ 1,042 $ 903 
Other Comprehensive Income (Loss), Net of Tax: 

Reclassification of Cash Flow Hedges to Earnings .................0-00- 14 (60) (50) 

Foreign Currency Translation .... 0.0... 0. . eee eee (23) 21 40 

Unrealized Gain on Cash Flow Hedges ............ 0.00.00. cece eee eee 6 34 46 

Unrealized Gain on Marketable Securities .......... 0.00.00 cece eee 8 — — 
Total Other Comprehensive Income (Loss), Net of Tax ..............020000 00 5 (5) 36 
Total Comprehensive Income .............. 0.0 c cece eect eee tenes $ 1,258 $ 1,037 $ 939 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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L BRANDS, INC. 
CONSOLIDATED BALANCE SHEETS 


(in millions except per share amounts) 


January 30, January 31, 
5 


i, 
ASSETS 

Current Assets: 

Cash and Cash Equivalents .......... 2.0... cece ccc ee eee eens $ 2,548 $1,681 

Accounts: Receivable, Nets. cc8 0 tGoe eG eee ead aside e baad ae bo eae 261 292 

NNVEMLONIES  s525es dave 8h ghecene cece sabe sacadslacdtacdeial & avadebla: e.ctiug) nog acphétacte-Bbarapacksansy elgeecarerteecane 1,122 1,036 

OUEP 6.3.6 decided be dada Sinn ne ee ele seb tea bbheebee bees ee 225 230 
Total-Current-ASSets: 2045 cs ne take eek hte Md ee 6 oh 28 be ae Sea eek 4,156 3,199 
Property and Equipment, Net ......... 0... cbse eee ee cee een eee eee eens 2,330 2,277 
GOOG WANN, aac esicscetaides: teecandee Ase Soaee e.g 8 abr eaten ten amar aid, 2 kaneecie eta taceed ie ett dertecntadth bialanere A 1,318 1,318 
Trade Names and Other Intangible Assets, Net .........0 0.00 cee eee eee eee 411 411 
Deferred. Income Waxes: s..2 ces chek aoe aed Me Ree ded eK dean BE Poe ee eek eas 30 24 
Other ASSets: iassdcsiete S303 dace Se ed Mawes Oe RAS be Se ele See Se es 248 247 
Total ASSetss.: 0505.404-3¢2ocbcd tb Oa Cheer bade aed ebawade iced beaaa bead $ 8,493 $7,476 

LIABILITIES AND EQUITY (DEFICIT) 

Current Liabilities: 

Accounts: Payable? « .:. vas s4sh eae eatinse hada ephedie pone ieee asda tees $ 668 $ 613 

Accrued Expenses and Other ...... 0.0.0... cece eee ee 977 900 

Current Portion of Long-term Debt ......... 0.0.0... c eee cee eee 6 —_ 

Income: Taxes: sgeeceeceece ee e458, 6 Seo Rha Ribs Gis. caw, oes eedsacpunede Hed, Pee 224 166 
Total Current La bilities: ges ere dcscecuce deg odbacac'e soehad ween ath hated we ok de tela ret ecole dea asus dees 1,875 1,679 
Deferred. Income: Taxes iso-0 ese bb ee holes hb ae eee i beds ara 257 236 
Long-term De Dt... ae ek eee s Gch Ree de ea Needs Md ae eee Rae ee Re 5.715 4,722 
Other Long-term Liabilities. 6) osc ey g5c ibe kets bees Wesede does Se ea wee bee ee ad 904 820 
Shareholders’ Equity (Deficit): 

Preferred Stock—$1.00 par value; 10 shares authorized; none issued ............ — — 

Common Stock—$0.50 par value; 1,000 shares authorized; 313 and 310 shares 

issued; 290 and 292 shares outstanding, respectively ..................0004. 156 155 

Paid-in Capital -5.s.0s5% tna scet waste gene des Bevan ane dae ened Gy Beda wed a SEA 545 427 

Accumulated Other Comprehensive Income ................. 0.00002 eee eee 40 35 

Retained Parmings: ic: .0.cs obi s ade hie tavinee tee been sehd eat eden eet s 315 233 

Less: Treasury Stock, at Average Cost; 23 and 18 shares, respectively ........... (1,315) (832) 
Total L Brands, Inc. Shareholders’ Equity (Deficit) .......... 0.0.0 cc ee eee eee (259) 18 
Noncontrolline Mterest..2c.. eis bad cachet ieee Sh veda BAGS Bae ahd Rede & 1 1 
Total Equity (Deficit): 3... 3g eka ide eit a vied anes eee beethew dard eas (258) 19 
Total Liabilities and Equity (Deficit) ....... 0.0.2 ee eee $ 8,493 $7,476 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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Balance, February 2, 2013 ........ 
Net Income s:5.5 5: sisvcats.n asvagea.e eee 


Total Comprehensive Income ....... 
Cash Dividends ($1.20 per share)... . 
Repurchase of Common Stock ...... 
Exercise of Stock Options and 

QUNe Ey ode shy Rance einieaededany 


Balance, February 1, 2014 ........ 
NeHINGOMG chi. 364 cade eka ed 


OSS) ca cowetate vas utes mete en teat trea ee ecoue 


Total Comprehensive Income ....... 
Cash Dividends ($2.36 per share) ... . 
Repurchase of Common Stock ...... 
Exercise of Stock Options and 

OUST 4.5, fina tisn ayhotcad acted iss dpteattnd 


Balance, January 31, 2015 ........ 
Net InCOMe 5.5.5.5: sven esag ke pea 


Total Comprehensive Income ...... . 
Cash Dividends ($4.00 per share) ... . 
Repurchase of Common Stock ...... 
Exercise of Stock Options and 

QMS eicd oetede caneaedsatey 


L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF TOTAL EQUITY (DEFICIT) 


(in millions except per share amounts) 


Common Stock 


Shares 


Outstanding Value Capital 


Accumulated 


Other 


Par Paid-In Comprehensive (Accumulated Average 


Income 


Retained Treasury 
Earnings Stock, at Total 
Noncontrolling Equity 
Deficit) Cost Interest (Deficit) 
$ (672) $ (685) $1 $(1,014) 
903 —_— — 903 
= — — 36 
903 _— ~- 939 
(349) — — (349) 
_— (63) _ (63) 
— — 118 
$ (118) $ (748) $1 $ (369) 
1,042 — — 1,042 
= eS an —_) 
1,042 — — 1,037 
(691) — _- (691) 
— (84) (84) 
— — — 126 
$ 233 $ (832) $1 $ 19 
1,253 —- — 1,253 
— — — 5 
1,253 — -- 1,258 
(1,171) — — (1,171) 
— (483) — (483) 
— — ~ 119 
$ 315 $(1,315) $1 $ (258) 


289 $152 $186 $4 
36 

36 

() - = — 
3 2 116 —_ 
291 $154 $302 $40 
See # 
6) 

() - = — 
2 1 125 _ 
292 $155 $427 $35 
5 

5 

6) - = — 
3 1 118 a 
290 $156 $545 $40 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(in millions) 


2015 2014 2013 


Operating Activities 


1: al 1070) 11, ag ne ee A ge Oe OE Ee CPR TE $1,253 $1,042 $ 903 
Adjustments to Reconcile Net Income to Net Cash Provided by (Used for) Operating Activities: 
Depreciation and Amortization of Long-lived Assets .........0. 0.000 c cece eee eee eee 457 438 407 
Amortization of Landlord Allowances ............ 0:0 e cece cece ence cnet eet een e nee (42) (40) (39) 
Deferred IMCOME: TAXES: sc aspesa nx. soe. a: tom aos uceraene ay Le webct Nie de Nee cece, Seed Aran aaa Beara 11 50 18 
Share-based Compensation Expense: ga.c.sdccing n4 eis share Sie Swe eG Seg aoe ewe Se Hae a 97 90 85 
Excess Tax Benefits from Share-based Compensation ........... 000.000 cece eee eee eee (70) (43) (36) 
Gain on Divestiture of Third-party Apparel Sourcing Business ..................0 0000000005 (78) — —_— 
Loss:on sale of Assets; Nets. 1.0500 fh atdiecad add pee oo taeda dblaws eevee whee eee ks 2 — —_— 
Changes in Assets and Liabilities: 
ACCOUMISIRECEIVADIG Ss tc apttennncarecter Site Gubne Sie Rete Rr A Gre arta A Rea tuna Ue Gikshs SRS ee (10) (9) (43) 
MPV ETEOTESS se ie tice Sern cece nt eel 29 ye seca ek ues Gusebea ees i Abeer Seta Sten Ge seater Gy nesiates awe laste Raciet afta choedenats (92) 121 (168) 
Accounts Payable, Accrued Expenses and Other ......... 0... c cee cee eee eee eee 49 90 1 
Income: Taxes: Payable. 2.565055 divs Seats eee tals wa Ss LENG ER Sees KoaGe aa ag oes WE mae es 131 (17) 74 
Other Assets:and abies: ss.gcnce ta vnw,ch ein Senda tis Re weed dynein dew eee aeees 161 64 46 
Net Cash Provided by Operating Activities 2.0.0... 0c cee eee eens 1,869 1,786 1,248 
Investing Activities 
Capital EX PSmaitires s.< bce: ti-oyee subchapter een seemutete sce cate agign corn. bub ae, isa sm gat dea dumm we piensa ess boos a ia (727) (715) (691) 
Proceéds front Saleof ASS€ts) xs. cecande. critic aus Sy suele ayn te, leunaiak, las fsnidigar sven dure ave a anit Hee ao qe e 196 —_— = 
Proceeds from Divestiture of Third-party Apparel Sourcing Business .................00 00.0000. 85 = = 
Proceeds from Sale of Marketable Securities... 0.0... eee cece eee ees 50 —_— — 
Purchases:of Marketable Securities: visiia.g da.cce ace ents aaigee sa Adee aca aa eoiachd aged ceeeh ad Lae ais (60) — — 
Return of Capital from Third-party Apparel Sourcing Business Investment ....................005. —_ = 46 
Other Investing Act vitiéS: 65...0.ces sere taiwan gecminremned Sam mare Ka oa aa ahs, oma taeunes 13 16 (10) 
Net'Cash Used for Investing Activities ..i.0:ca.ns.eecenaak aoienew aan ee we ees Oe ge eee Al a (443) (699) (655) 
Financing Activities 
Payments of Long-term Debt x sip. sie soihsauendid itis dcecate abe cecse araretele gull ave Slayecd lang ravh inigoaiin SUSI eos mnaisiaiar als —_ (213) a 
Proceeds from Issuance of Long-term Debt, Net of Issuance Costs.............. 0000. c eee eee eee 988 = 495 
Borrowings from Revolving Facilities... 60.0 cesses cece ee ened eee Ge eee yoga de wae eS 7 5) 290 
Repayments. on Revolvinif Fact ties i:..s:as catwis wet xen sates She wists eee Areas de Soo eda de ea ee — (5) (290) 
Repurchase of Common Stock ies isa dceictin enn wdcayecerwcn Soaiie day arin aan aad Me ed eae ek mnidlgOh w aM apaed poral ce (483) (87) (60) 
Dividends Paid -2%.3 ic daidestd ican wena ike ach mitra Sat tcais ie ated ek woh guensdos tiga een eadis geese Aboemaead a8 (1,171) (691) ~— (349) 
Excess Tax Benefits from Share-based Compensation ............. 000. ccc cee cee eee 70 43 36 
Proceeds from Exercise:of Stock Options. cnc ties eek eee a ee ee Meee selene s 33 35 32 
Finances Costs: and Omen occ coissyar tome mean leucienanyerd em auisaa' a cing agltecbeacnMaon aime x ean gnilemies (2) (6) —_— 
Net Cash Provided by (Used for) Financing Activities 0.0.0.0... cece cee ee eee (558) (919) 154 
Effects of Exchange Rate Changes on Cash. ccs. ccc ccc ai es ce dances cab e bake nade e eee ea es (1) (6) (1) 
Net Increase in Cash:and'!Cash Equivalents: 22.5 scar etidacoes ey chee ek ieee RON ere daa 867 162 746 
Cash and Cash Equivalents, Beginning of Year ...... 0.0.0... cette ene 1,681 1,519 773 
Cash and Cash Equivalents, End of Year ........ 0... cece eee eee cnet nee e nee e eens $ 2,548 $1,681 $1,519 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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L BRANDS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Description of Business and Summary of Significant Accounting Policies 
Description of Business 


L Brands, Inc. (“the Company”) operates in the highly competitive specialty retail business. The Company is a 
specialty retailer of women’s intimate and other apparel, beauty and personal care products and accessories. The 
Company sells its merchandise through company-owned specialty retail stores in the U.S., Canada and the U.K., 
which are primarily mall-based, and through its websites and other channels. The Company’s other international 
operations are primarily through franchise, license and wholesale partners. The Company currently operates the 
following retail brands: 


e Victoria’s Secret 

e PINK 

¢ Bath & Body Works 
e La Senza 


¢ Henri Bendel 


Fiscal Year 


The Company’s fiscal year ends on the Saturday nearest to January 31. As used herein, “2015”, “2014” and 
“2013” refer to the 52-week periods ending January 30, 2016, January 31, 2015 and February 1, 2014, 
respectively. 


Basis of Consolidation 


The Consolidated Financial Statements include the accounts of the Company and its subsidiaries. All significant 
intercompany balances and transactions have been eliminated in consolidation. 


The Company accounts for investments in unconsolidated entities where it exercises significant influence, but 
does not have control, using the equity method. Under the equity method of accounting, the Company recognizes 
its share of the investee net income or loss. Losses are only recognized to the extent the Company has positive 
carrying value related to the investee. Carrying values are only reduced below zero if the Company has an 
obligation to provide funding to the investee. The Company’s share of net income or loss of unconsolidated 
entities from which the Company purchases merchandise or merchandise components is included in Costs of 
Goods Sold, Buying and Occupancy on the Consolidated Statements of Income. The Company’s share of net 
income or loss of all other unconsolidated entities is included in Other Income on the Consolidated Statements of 
Income. The Company’s equity investments are required to be reviewed for impairment when it is determined 
there may be an other than temporary loss in value. 


Third-party Apparel Sourcing Business 


In the first quarter of 2015, the Company divested its remaining ownership interest in its third-party apparel 
sourcing business to Sycamore Partners. For additional information, see Note 7, “Equity Investments and Other.” 


Cash and Cash Equivalents 


Cash and Cash Equivalents include cash on hand, demand deposits with financial institutions and highly liquid 
investments with original maturities of less than 90 days. The Company’s outstanding checks, which totaled 
$30 million as of January 30, 2016 and $42 million as of January 31, 2015, are included in Accounts Payable on 
the Consolidated Balance Sheets. 
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Concentration of Credit Risk 


The Company maintains cash and cash equivalents and derivative contracts with various major financial 
institutions. The Company monitors the relative credit standing of financial institutions with whom the Company 
transacts and limits the amount of credit exposure with any one entity. Currently, the Company’s investment 
portfolio is primarily comprised of U.S. government obligations, U.S. Treasury and AAA-rated money market 
funds, highly rated commercial paper and bank deposits. 


The Company also periodically reviews the relative credit standing of franchise, license and wholesale partners 
and other entities to which the Company grants credit terms in the normal course of business. The Company 
records an allowance for uncollectable accounts when it becomes probable that the counterparty will be unable to 


pay. 


Marketable Equity Securities 


In 2015, the Company invested $10 million in marketable equity securities which are classified as available-for- 
sale. The Company determines the appropriate classification of investments in equity securities at the acquisition 
date and re-evaluates the classification at each balance sheet date. This investment is recorded at fair value in 
other current assets on the January 30, 2016 Consolidated Balance Sheet, and unrealized holding gains and losses 
are recorded, net of tax, as a component of accumulated other comprehensive income. Unrealized holding gains 
were $12 million as of January 30, 2016. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


The Company records valuation adjustments to its inventories if the cost of specific inventory items on hand 
exceeds the amount it expects to realize from the ultimate sale or disposal of the inventory. These estimates are 
based on management’s judgment regarding future demand and market conditions and analysis of historical 
experience. 


The Company also records inventory loss adjustments for estimated physical inventory losses that have occurred 
since the date of the last physical inventory. These estimates are based on management’s analysis of historical 
results and operating trends. 


Advertising Costs 


Advertising and catalogue costs are expensed at the time the promotion first appears in media, in the store or 
when the advertising is mailed. Advertising and catalogue costs totaled $414 million for 2015, $436 million for 
2014 and $452 million for 2013. 


Property and Equipment 


The Company’s property and equipment are recorded at cost and depreciation/amortization is computed on a 
straight-line basis using the following depreciable life ranges: 


Category of Property and Equipment Depreciable Life Range 
Software, including software developed for internal use ......... 3 - 7 years 
SlGre TElated ASSES: os: ies sasespisseesedawca eed Gealauaneea dg abe Radi acd ol deta acwvace 3 - 10 years 
Leasehold improvements ............ 0.0.0... c eee eee eee Shorter of lease term or 10 years 
Non-store related building and site improvements .............. 10 - 15 years 
Other property and equipment ................... 00.00.0000. 20 years 
BUG 88 5:35: sc tsvacacg iaichehanoosbaed shdoused gulea GP he a ddan a eee aden 30 years 


When a decision has been made to dispose of property and equipment prior to the end of the previously estimated 
useful life, depreciation estimates are revised to reflect the use of the asset over the shortened estimated useful 
life. The Company’s cost of assets sold or retired and the related accumulated depreciation are removed from the 
accounts with any resulting gain or loss included in net income. Maintenance and repairs are charged to expense 
as incurred. Major renewals and betterments that extend useful lives are capitalized. 


Property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash flows related 
to the asset are less than the carrying value, the Company recognizes a loss equal to the difference between the 
carrying value and the estimated fair value, usually determined by the estimated discounted future cash flows of 
the asset. 


Goodwill and Intangible Assets 


The Company has certain intangible assets resulting from business combinations and acquisitions that are 
recorded at cost. Intangible assets with finite lives are amortized on a straight-line basis over their respective 
estimated useful lives. 


Intangible assets with finite lives are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash 
flows related to the asset are less than the carrying value, the Company recognizes a loss equal to the difference 
between the carrying value and the estimated fair value, usually determined by the estimated discounted future 
cash flows of the asset. 


Goodwill is reviewed for impairment each year in the fourth quarter and may be reviewed more frequently if 
certain events occur or circumstances change. First, the Company performs a qualitative assessment to determine 
whether it is more likely than not that each reporting unit’s fair value is less than its carrying value, including 
goodwill. If the Company determines that it is more likely than not that the fair value of the reporting unit is less 
than its carrying value, the Company then estimates the fair value of all assets and liabilities of that reporting 
unit, including the implied fair value of goodwill, through either estimated discounted future cash flows or 
market-based methodologies. If the carrying value of goodwill exceeds the implied fair value, the Company 
recognizes an impairment charge equal to the difference. The Company’s reporting units are determined in 
accordance with the provisions of Accounting Standards Codification (“ASC”) Topic 350, Intangibles— 
Goodwill and Other. The Company’s reporting units that have goodwill are Victoria’s Secret Stores, Victoria’s 
Secret Direct and Bath & Body Works. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. First, the Company performs a 
qualitative assessment to determine whether it is more likely than not that the indefinite-lived intangible asset is 
impaired. If the Company determines that it is more likely than not that the fair value of the asset is less than its 
carrying amount, the Company estimates the fair value, usually determined by the estimated discounted future 
cash flows of the asset, compares that value with its carrying amount and records an impairment charge, if any. 


If future economic conditions are different than those projected by management, future impairment charges may 
be required. 


Leases and Leasehold Improvements 


The Company has leases that contain predetermined fixed escalations of minimum rentals and/or rent abatements 
subsequent to taking possession of the leased property. The Company recognizes the related rent expense on a 
straight-line basis commencing upon the store possession date. The Company records the difference between the 
recognized rental expense and amounts payable under the leases as deferred lease credits. The Company’s 


69 


liability for predetermined fixed escalations of minimum rentals and/or rent abatements totaled $150 million as 
of January 30, 2016 and $142 million as of January 31, 2015. These liabilities are included in Other Long-term 
Liabilities on the Consolidated Balance Sheets. 


The Company receives construction allowances from landlords related to its retail stores. These allowances are 
generally comprised of cash amounts received by the Company from its landlords as part of the negotiated lease 
terms. The Company records a receivable and a landlord allowance at the lease commencement date (date of 
initial possession of the store). The landlord allowance is amortized on a straight-line basis as a reduction of rent 
expense over the term of the lease (including the pre-opening build-out period), and the receivable is reduced as 
amounts are received from the landlord. The Company’s unamortized portion of landlord allowances, which 
totaled $212 million as of January 30, 2016 and $192 million as of January 31, 2015, is included in Other Long- 
term Liabilities on the Consolidated Balance Sheets. 


The Company also has leasehold improvements which are amortized over the shorter of their estimated useful 
lives or the period from the date the assets are placed in service to the end of the initial lease term. Leasehold 
improvements made after the inception of the initial lease term are depreciated over the shorter of their estimated 
useful lives or the remaining lease term, including renewal periods, if reasonably assured. 


Foreign Currency Translation 


The functional currency of the Company’s foreign operations is generally the applicable local currency. Assets 
and liabilities are translated into U.S. dollars using the current exchange rates in effect as of the balance sheet 
date, while revenues and expenses are translated at the average exchange rates for the period. The Company’s 
resulting translation adjustments are recorded as a component of Comprehensive Income in the Consolidated 
Statements of Comprehensive Income and the Consolidated Statements of Total Equity (Deficit). 


Derivative Financial Instruments 


The Company uses derivative instruments designated as cash flow hedges or fair value hedges and non- 
designated derivative instruments to manage exposure to foreign currency exchange rates and interest rates. The 
Company does not use derivative financial instruments for trading purposes. All derivative financial instruments 
are recorded on the Consolidated Balance Sheets at fair value. 


For derivative instruments that are designated and qualify as cash flow hedges, the effective portion of the gain 
or loss on the derivative instrument is reported as a component of other comprehensive income and reclassified 
into earnings in the same period during which the hedged transaction affects earnings. Gains and losses on the 
derivative representing either hedge ineffectiveness or hedge components excluded from the assessment of 
effectiveness are recognized in current earnings. 


For derivative instruments that are designated and qualify as fair value hedges, the changes in the fair value of 
the derivative instrument have an equal and offsetting impact to the carrying value of the liability on the balance 
sheet. 


For derivative instruments that are not designated as hedging instruments, the gain or loss on the derivative 
instrument is recognized in current earnings. 


Fair Value 


The authoritative guidance included in ASC Topic 820, Fair Value Measurements and Disclosure, defines fair 
value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the 
principal or most advantageous market for the asset or liability in an orderly transaction between market 
participants. This authoritative guidance further establishes a three-level fair value hierarchy that prioritizes the 


70 


inputs used to measure fair value. This hierarchy requires entities to maximize the use of observable inputs and 
minimize the use of unobservable inputs. The three levels of inputs used to measure fair value are as follows: 


¢ Level 1—Quoted market prices in active markets for identical assets or liabilities. 


e¢ Level 2—Observable inputs other than quoted market prices included in Level 1, such as quoted prices 
of similar assets and liabilities in active markets; quoted prices for identical or similar assets and 
liabilities in markets that are not active; or other inputs that are observable or can be corroborated by 
observable market data. 


¢ Level 3—Unobservable inputs that are supported by little or no market activity and that are significant 
to the fair value of the assets and liabilities. This includes certain pricing models, discounted cash flow 
methodologies and similar techniques that use significant unobservable inputs. 


The Company estimates the fair value of financial instruments, property and equipment and goodwill and 
intangible assets in accordance with the provisions of ASC Topic 820. 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. Under this method, taxes currently 
payable or refundable are accrued, and deferred tax assets and liabilities are recognized for the estimated future 
tax consequences attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable operating loss 
and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income tax rates in 
effect for the year in which those temporary differences are expected to be recovered or settled. The effect on 
deferred tax assets and liabilities of a change in income tax rates is recognized in the Company’s Consolidated 
Statement of Income in the period that includes the enactment date. A valuation allowance is recorded to reduce 
the carrying amounts of deferred tax assets if it is more likely than not that such assets will not be realized. U.S. 
deferred income taxes are not provided on undistributed income of foreign subsidiaries where such earnings are 
considered to be permanently reinvested for the foreseeable future. 


In determining the Company’s provision for income taxes, the Company considers permanent differences 
between book and tax income and statutory income tax rates. The Company’s effective income tax rate is 
affected by items including changes in tax law, the tax jurisdiction of new stores or business ventures and the 
level of earnings. 


The Company follows a two-step approach to recognizing and measuring uncertain tax positions. The first step is 
to evaluate the tax position for recognition by determining if the available evidence indicates it is more likely 
than not that the position will be sustained on audit, including resolution of related appeals or litigation 
processes, if any. The second step is to measure the tax benefit as the largest amount which is more than 50% 
likely of being realized upon ultimate settlement. The Company considers many factors when evaluating and 
estimating its tax positions and tax benefits, which may require periodic adjustments and which may not 
accurately forecast actual outcomes. 


The Company’s income tax returns, like those of most companies, are periodically audited by domestic and 
foreign tax authorities. These audits include questions regarding the Company’s tax filing positions, including the 
timing and amount of deductions and the allocation of income among various tax jurisdictions. At any one time, 
multiple tax years are subject to audit by the various tax authorities. A number of years may elapse before a 
particular matter for which the Company has established an accrual is audited and fully resolved or clarified. The 
Company adjusts its tax contingencies accrual and income tax provision in the period in which matters are 
effectively settled with tax authorities at amounts different from its established accrual, when the statute of 
limitations expires for the relevant taxing authority to examine the tax position or when more information 
becomes available. The Company includes its tax contingencies accrual, including accrued penalties and interest, 


71 


in Other Long-term Liabilities on the Consolidated Balance Sheets unless the liability is expected to be paid 
within one year. Changes to the tax contingencies accrual, including accrued penalties and interest, are included 
in Provision for Income Taxes on the Consolidated Statements of Income. 


Self Insurance 


The Company is self-insured for medical, workers’ compensation, property, general liability and automobile 
liability up to certain stop-loss limits. Such costs are accrued based on known claims and an estimate of incurred 
but not reported (“IBNR”) claims. IBNR claims are estimated using historical claim information and actuarial 
estimates. 


Noncontrolling Interest 


Noncontrolling interest represents the portion of equity interests of consolidated affiliates not owned by the 
Company. 


Share-based Compensation 


The Company recognizes all share-based payments to employees and directors as compensation cost over the 
service period based on their estimated fair value on the date of grant. 


Compensation cost is recognized over the service period for the fair value of awards that actually vest. 
Compensation expense for awards without a performance condition is recognized, net of estimated forfeitures, 
using a single award approach (each award is valued as one grant, irrespective of the number of vesting 
tranches). Compensation expense for awards with a performance condition is recognized, net of estimated 
forfeitures, using a multiple award approach (each vesting tranche is valued as one grant). 


Revenue Recognition 


The Company recognizes sales upon customer receipt of the merchandise, which for direct response revenues 
reflects an estimate of shipments that have not yet been received by the customer based on shipping terms and 
estimated delivery times. The Company’s shipping and handling revenues are included in Net Sales with the 
related costs included in Costs of Goods Sold, Buying and Occupancy on the Consolidated Statements of 
Income. The Company also provides a reserve for projected merchandise returns based on prior experience. Net 
Sales exclude sales tax collected from customers. 


The Company’s brands sell gift cards with no expiration dates to customers. The Company does not charge 
administrative fees on unused gift cards. The Company recognizes income from gift cards when they are 
redeemed by the customer. In addition, the Company recognizes income on unredeemed gift cards when it can 
determine that the likelihood of the gift card being redeemed is remote and that there is no legal obligation to 
remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). The Company determines the gift 
card breakage rate based on historical redemption patterns. Gift card breakage is included in Net Sales in the 
Consolidated Statements of Income. 


The Company also recognize revenues associated with franchise, license and wholesale arrangements. Revenue 

recognized under franchise and license arrangements generally consists of royalties earned and recognized upon 
sale of merchandise by franchise and license partners to retail customers. Revenue is generally recognized under 
wholesale arrangements at the time the title passes to the partner. 


The Company recognizes revenue associated with merchandise sourcing and production services provided to 
third parties. Revenue is recognized at the time the title passes to the customer. 
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Costs of Goods Sold, Buying and Occupancy 


The Company’s costs of goods sold include merchandise costs, net of discounts and allowances, freight and 
inventory shrinkage. The Company’s buying and occupancy expenses primarily include payroll, benefit costs and 
operating expenses for its buying departments and distribution network, rent, common area maintenance, real 
estate taxes, utilities, maintenance, fulfillment expenses and depreciation for the Company’s stores, warehouse 
facilities and equipment. 


General, Administrative and Store Operating Expenses 


The Company’s general, administrative and store operating expenses primarily include payroll and benefit costs 
for its store-selling and administrative departments (including corporate functions), marketing, advertising and 
other operating expenses not specifically categorized elsewhere in the Consolidated Statements of Income. 


Use of Estimates in the Preparation of Financial Statements 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the reporting period, 
as well as the related disclosure of contingent assets and liabilities at the date of the financial statements. Actual 
results may differ from those estimates, and the Company revises its estimates and assumptions as new 
information becomes available. 


2. New Accounting Pronouncements 
Revenue Recognition from Contracts with Customers 


In May 2014, the FASB issued Accounting Standards Update (“ASU”) No. 2014-09, Revenue from Contracts 
with Customers. This guidance requires companies to recognize revenue in a manner that depicts the transfer of 
promised goods or services to customers in amounts that reflect the consideration to which a company expects to 
be entitled in exchange for those goods or services. The new standard also will result in enhanced disclosures 
about the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with 
customers. This guidance will be effective beginning in fiscal 2018, with early adoption as of fiscal 2017 
permitted. The standard allows for either a full retrospective or a modified retrospective transition method. The 
Company is currently evaluating this standard, including the transition method and timing of adoption, and the 
related impact on its Consolidated Statements of Income and Comprehensive Income, Balance Sheets and 
Statements of Cash Flows. 


Leases 


In February 2016, the FASB issued ASU No. 2016-02, Leases. This guidance requires companies classified as 
lessees to put most leases on their balance sheets but recognize expenses on their income statements in a manner 
similar to today’s accounting. The new standard also will result in enhanced quantitative and qualitative 
disclosures, including significant judgments made by management, to provide greater insight into the extent of 
revenue and expense recognized and expected to be recognized from existing leases. The standard requires 
modified retrospective adoption and will be effective beginning in fiscal 2019, with early adoption permitted. 
The Company is currently evaluating this standard, including the timing of adoption, and the related impact on its 
Consolidated Statements of Income and Comprehensive Income, Balance Sheets and Statements of Cash Flows. 


Simplifying the Presentation of Debt Issuance Costs 


In April 2015, the FASB issued ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. This 
guidance requires companies to recognize debt issuance costs related to recognized debt liabilities in the balance 
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sheet as a direct deduction from the carrying amount of those debt liabilities, consistent with debt discounts. This 
guidance will be effective beginning in fiscal 2016, and early adoption is permitted. 


The Company elected to early adopt this standard effective January 30, 2016. Upon adoption, prior period 
financial statements were recast as required by the standard to present debt issuance costs as a direct deduction 
from the carrying amount of the related debt liabilities consistent with the retrospective application required by 
the standard. The impact of the adoption of this standard is a decrease to Other Assets and Long-term Debt on the 
Consolidated Balance Sheets of $47 million as of January 30, 2016 and $43 million as of January 31, 2015. 


Balance Sheet Classification of Deferred Taxes 


In November 2015, the FASB issued ASU No. 2015-17, Balance Sheet Classification of Deferred Taxes. This 
guidance requires companies to present all deferred tax assets and liabilities as noncurrent in the balance sheet. 
This guidance will be effective beginning in fiscal 2017, and early adoption is permitted. 


The Company elected to early adopt this standard effective January 30, 2016 using the retrospective application 
transition method as allowed by the standard. Upon adoption, prior period financial statements were recast to 
present all deferred tax asset and liabilities as noncurrent on the balance sheet. The impact of the adoption of this 
standard is a decrease in current deferred income tax assets on the Consolidated Balance Sheets of approximately 
$35 million as of January 30, 2016 and $33 million as of January 31, 2015; an increase in noncurrent deferred 
income tax assets of $8 million as of January 30, 2016 and January 31, 2015; and a decrease to noncurrent 
deferred income tax liabilities of $27 million as of January 30, 2016 and $25 million as of January 31, 2015. 


3. Earnings Per Share 


Earnings per basic share are computed based on the weighted-average number of outstanding common shares. 
Earnings per diluted share include the weighted-average effect of dilutive options and restricted stock on the 
weighted-average shares outstanding. 


The following table provides shares utilized for the calculation of basic and diluted earnings per share for 2015, 
2014 and 2013: 


2015 2014 2013 
(in millions) 


Weighted-average Common Shares: 


MSSUGG: SHALES ne suche c Mensven cus aure cha eroars heh aude eee emcee aicheon ein a ears dees Bare 312 309 306 

Treasury Shares: j1¢sciccisletieeosicdestehandsoeeds obo beeae tees das (Qi) 7) (6) 
Basie:Shares: 2:2 2sesc-00c8 Fee 4b 8 6S SOAS ek Reon ob Re Oe ERE ERS Ke enn eee S 291 292 290 
Effect of Dilutive Options and Restricted Stock ...... 0.0... cece cece eee 6 6 6 
Diluted Shares?’ ¢.:.5..6c054 4050 badieds onc idesede tat awed oeeiwre Me ieee baeise dies 297 298 296 
Anti-dilutive Options and Awards (a) .... 0.0... cece eect e eens 1 1 1 


(a) These options and awards were excluded from the calculation of diluted earnings per share because their 
inclusion would have been anti-dilutive. 
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4. Inventories 
The following table provides details of inventories as of January 30, 2016 and January 31, 2015: 
January 30, January 31, 
2016 15 


(in millions) 


Finished Goods Merchandise .......... 0... ccc cece eee eevee eee ees $1,014 $ 942 
Raw Materials and Merchandise Components ...................0.0-, 108 94 
Total Inventories \:.2..¢3.5i.6026 we clas eaiva obese bite gees $1,122 $1,036 


5. Property and Equipment, Net 
The following table provides details of property and equipment, net as of January 30, 2016 and January 31, 2015: 


January 30, January 31, 
2016 2015 


(in millions) 


TAWA, sees, ss odes teste ee acca es sea cosine eases Slates aay a aster ares he $ 108 $ 87 
Buildings and Improvements .......... 0.0.0.0... cece eee eee 460 413 
Furniture, Fixtures, Software and Equipment ......................0-. 3,181 3,169 
Leasehold Improvements ........... 0.0: c cece eee eee ene eee 1,809 1,647 
Construction:ini Progress «22 ca vcg sched bute poses eGeas Hane ee ee 81 164 
Total 5,639 5,480 
Accumulated Depreciation and Amortization ..............2000 eee eee (3,309) (3,203) 
Property and Equipment, Net ................. 00.00. e eee ee eee ees $ 2,330 $ 2,277 


Depreciation expense was $457 million in 2015, $438 million in 2014 and $406 million in 2013. 


In 2015, the Company completed sale and leaseback transactions under noncancellable operating leases of certain 
assets with a carrying value of $177 million. The proceeds of $178 million from the sale of these assets are 
included in Proceeds from Sale of Assets within the Investing Activities section of the 2015 Consolidated 
Statement of Cash Flows. For additional information, see Note 15, “Commitments and Contingencies.” 


6. Goodwill, Trade Names and Other Intangible Assets, Net 
Goodwill 


The following table provides detail regarding the composition of goodwill for the fiscal years ended January 30, 
2016 and January 31, 2015: 


January 30, January 31, 
2016 2015 


(in millions) 


WACLODIA, S SOCECU ve. ce tr47e accerece adeue aqrandbe. guage anbl axaih dain ede uy water sence iets et. oes $ 690 $ 690 
Bath: & Body WoOtkS::33.¢0i3.4.0% $45.04 .9 01h Qeaev Otte eres 628 628 
Good Will es is hose ese CEH E RAED a heed LEN ek eo bee bes $1,318 $1,318 


The Company tests for goodwill impairment at the reporting unit level. The Company’s reporting units with 
goodwill balances at January 30, 2016 were Victoria’s Secret Stores, Victoria’s Secret Direct and Bath & Body 
Works. 
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Intangible Assets—Indefinite Lives 


Intangible assets with indefinite lives represent the Victoria’s Secret and Bath & Body Works trade names which 
are included in Trade Names and Other Intangible Assets, Net on the Consolidated Balance Sheets. The 
following table provides additional detail regarding the composition of trade names as of January 30, 2016 and 
January 31, 2015: 
January 30, January 31, 
2016 2015 


(in millions) 


Victoria’ S:S6Cret: uci, tae eedak shad Site eed SNe hee eek $246 $246 
Bath: & Body Works: ..43.0c8s204 54 M.e te tacesehtobatbdags tei ee ss 165 165 
Intangible Assets—Trade Names ............... 0.0.00 e ee eee eee $411 $411 


Intangible Assets—Finite Lives 


Intangible assets with finite lives represent certain trademarks and customer relationships. These assets were 
fully amortized in 2013, as such there was no amortization expense in 2014 and 2015. Amortization expense was 
$1 million for 2013. 


7. Equity Investments and Other 
Third-party Apparel Sourcing Business 


In 2011, the Company divested a majority ownership interest in its third-party apparel sourcing business to 
affiliates of Sycamore Partners. In 2015, the Company divested its remaining ownership interest in its third-party 
apparel sourcing business to Sycamore Partners. The Company received cash proceeds of $85 million and 
recognized a pre-tax gain of $78 million (after-tax gain of $69 million). The gain is included in Other Income in 
the 2015 Consolidated Statement of Income and the cash proceeds are included in Proceeds from Divestiture of 
the Third-party Apparel Sourcing Business within the Investing Activities section of the 2015 Consolidated 
Statement of Cash Flows. 


In 2013 and 2014, the Company received $64 million and $2 million, respectively, in dividends from the third- 
party apparel sourcing business while accounted for under the equity method of accounting. These dividends 
reduced the Company’s carrying value in the investment. In 2013, $46 million is included in Return of Capital 
from Third-party Apparel Sourcing Business Investment within the Investing Activities section of the 2013 
Consolidated Statement of Cash Flows, and $18 million is included in Other Assets and Liabilities within the 
Operating Activities section of the 2013 Consolidated Statement of Cash Flows. In 2014, $2 million is included 
in Other Assets and Liabilities within the Operating Activities section of the 2014 Consolidated Statement of 
Cash Flows. 


The Company’s carrying value for this investment was $8 million as of January 31, 2015 and is included in Other 
Assets on the 2014 Consolidated Balance Sheet. The Company’s share of net income (loss) from this investment 
is included in Other Income on the 2013 and 2014 Consolidated Statements of Income. 


Easton Investments 


The Company has land and other investments in Easton, a 1,300 acre planned community in Columbus, Ohio that 
integrates office, hotel, retail, residential and recreational space. These investments totaled $86 million as of 
January 30, 2016 and $101 million as of January 31, 2015 and are recorded in Other Assets on the Consolidated 
Balance Sheets. 
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Included in the Company’s Easton investments is an equity interest in Easton Town Center, LLC (“ETC”), an 
entity that owns and has developed a commercial entertainment and shopping center. The Company’s investment 
in ETC is accounted for using the equity method of accounting. The Company has a majority financial interest in 
ETC, but another unaffiliated member manages ETC. Certain significant decisions regarding ETC require the 
consent of unaffiliated members in addition to the Company. 


In 2015, ETC entered into an interest rate swap with cash settlement due in February 2017. The Company 
provided a guarantee of payment to the counterparty for amounts owed by ETC, if any, upon settlement if ETC is 
unable to pay. The Company’s estimated maximum potential loss from this guarantee is $77 million, which was 
determined primarily based upon the current interest rate and estimated fluctuations in future interest rates, 
developed using historical fluctuations in interest rates. The Company had no liability recorded with respect to 
this guarantee obligation as we concluded that payment under this guarantee was not probable as of January 30, 
2016. 


Also included in the Company’s Easton investments is an equity interest in Easton Gateway, LLC (“EG”), an 
entity that owns and is developing a commercial shopping center in the Easton community. The Company’s 
investment in EG is accounted for using the equity method of accounting. The Company has a majority financial 
interest in EG, but another unaffiliated member manages the activities that most significantly impact the 
economic performance of EG including leasing, tenant relationships and maintenance of the center. Certain 
significant decisions regarding EG require the consent of the unaffiliated member in addition to the Company. 


8. Accrued Expenses and Other 


The following table provides additional information about the composition of accrued expenses and other as of 
January 30, 2016 and January 31, 2015: 


January 30, January 31, 


2016 2015 
(in millions) 

Deferred Revenue, Principally from Gift Card Sales ... 0.0.0... eee eee eee $243 $227 
Compensation, Payroll Taxes and Benefits ........... 0.0.00. eee eee eee 238 244 
TIME SPOS U espe steasecpnns at ectpravcnceceas tenes tavtesa tens ge alaranactiahatesosat seed lyon ace addy eats eateansaiay sRaea-ge acetates 100 82 
Taxes, Other thai Income: 2.4.5 f.5-sc-cdd bandied ate wet chp ea ES hee eee 76 71 
BRING soins tats eesectetee aioe ts a ease cep eb Arapinca Selb ws pes Rg aha ar aeteaengd seed ar a gone eeldanatnen acta haeees 48 28 
Accrued Claims on Self-insured Activities 2.2... 0... cece ec eee eee aD 37 
RREMIMS RESERVE: e553 deateen duacece care ase sas wip ah batdeclsfata cca piarebeebiaag gapeavensceepaugrmgaeh nkaeaneaees 27 26 
Other. ii4226eceietbetindnaitond decane ade Rede sadd bed eetneedaaeus eed 210 185 
Total Accrued Expenses and Other .............. 0.00. c cece eee eee nns $977 $900 


Td 


9. Income Taxes 


The following table provides the components of the Company’s provision for income taxes for 2015, 2014 and 


2013: 


Current: 


2015 2014 = 2013 


(in millions) 


$553 $454 $407 
96 69 90 
21 21 28 


17 46 
6 3 3 
(iy 4 4 
11 50. 18 


$681 $594 $543 


The non-U.S. component of pre-tax income, arising principally from overseas operations, was income of $267 


million, $152 million and $131 million for 2015, 2014 and 2013, respectively. 


The Company’s income taxes payable has been reduced by the excess tax benefits from employee stock plan 
awards. For stock options, the Company receives an excess income tax benefit calculated as the tax effect of the 
difference between the fair market value of the stock at the time of grant and exercise. For restricted stock, the 
Company receives an excess income tax benefit calculated as the tax effect of the difference between the fair 
market value of the stock at the time of grant and vesting. The Company had net excess tax benefits from equity 
awards of $70 million, $43 million and $36 million in 2015, 2014 and 2013, respectively, which were reflected 


as increases to equity. 


The following table provides the reconciliation between the statutory federal income tax rate and the effective tax 


rate for 2015, 2014 and 2013: 


Federal Income Tax Rate 
State Income Taxes, Net of Federal Income Tax Effect 
Impact of Non-U.S. Operations 
Foreign Portion of the Divestiture of Third-party Apparel Sourcing Business 
Other Temis, NCE a.scde 2c. herds ae Bees eeace dete aces &apdey wie eae ok, mente gehesd tes Gab eth nantes 


Effective Tax Rate 0.0.00. ccc eee cee eee eee e ene e ees 
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2015 2014 2013 


35.0% 35.0% 35.0% 
3.4% 3.6% 3.8% 
(1.7)% (1.3)% (1.4)% 
(0.9)% —% —% 
(0.6)% (1.0)% 0.1% 


35.2% 36.3% 37.5% 


Deferred Taxes 


The following table provides the effect of temporary differences that cause deferred income taxes as of 
January 30, 2016 and January 31, 2015. Deferred tax assets and liabilities represent the future effects on income 
taxes resulting from temporary differences and carryforwards at the end of the respective year. 


DCASeS thw dcop eve yor i Seah oot ete onn ee 
Non-qualified Retirement Plan 
Property and Equipment 
Good Wil cco cca eed oo eeenete or ewded Heaok Renta ee 
Trade Names and Other Intangibles 
State Net Operating Loss Carryforwards 
Non-U.S. Operating Loss Carryforwards 
Valuation Allowance 


Other; Net sc6 ccs oead ooh aoe ds eile oS S 


Total Deferred Income Taxes 


January 30, 2016 


Assets Liabilities 


Total Assets 


January 31, 2015 
Liabilities Total 


& 54 ¢ — 
103 = 
= (230) 
— (15) 
— (141) 

17 = 
157 = 
(164) = 
92 = 


$259 $(486) 


(in millions) 


$ 54 $ 49 
103 97 
(330) — 
(15) — 
(41 — 
17 18 
157-158 
(164) (177) 
92 +80 


$(227) $ 225 


(283) (283) 
(15) (15) 
(139) = (139) 


$(437) $212) 


In November 2015, the FASB issued ASU No. 2015-17, Balance Sheet Classification of Deferred Taxes. The 
impact of the adoption of this standard is a decrease in current deferred income tax assets on the Consolidated 
Balance Sheets of approximately $35 million as of January 30, 2016 and $33 million as of January 31, 2015; an 
increase in noncurrent deferred income tax assets of $8 million as of January 30, 2016 and January 31, 2015; and 
a decrease to noncurrent deferred income tax liabilities of $27 million as of January 30, 2016 and $25 million as 


of January 31, 2015. For additional information, see Note 2, “New Accounting Pronouncements.” 


As of January 30, 2016, the Company had available for state income tax purposes net operating loss 
carryforwards which expire, if unused, in the years 2016 through 2035. For those states where the Company has 
determined that it is more likely than not that the state net operating loss carryforwards will not be realized, a 


valuation allowance has been provided. 


As of January 30, 2016, the Company had available for non-U.S. tax purposes net operating loss carryforwards 
which expire, if unused, in the years 2027 through 2035. For certain jurisdictions where the Company has 
determined that it is more likely than not that the net operating loss carryforwards will not be realized, a 
valuation allowance has been provided on those net operating loss carryforwards as well as other net deferred tax 


assets. 


As of January 30, 2016, we have not provided deferred U.S. income taxes on approximately $454 million of 
undistributed earnings from non-U.S. subsidiaries. Any unrecognized deferred income tax liability resulting from 
these amounts is not expected to reverse in the foreseeable future; furthermore, the undistributed foreign earnings 
are permanently reinvested. If the Company elects to distribute these foreign earnings in the future, they could be 
subject to additional income taxes. Determination of the amount of any unrecognized deferred income tax 
liability is not practicable because such liability, if any, is dependent on circumstances existing if and when 


remittance occurs. 


Income tax payments were $507 million for 2015, $526 million for 2014 and $468 million for 2013. 
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Uncertain Tax Positions 


The following table summarizes the activity related to the Company’s unrecognized tax benefits for U.S. federal, 
state & non-U.S. tax jurisdictions for 2015, 2014 and 2013, without interest and penalties: 


2015 92014 = 2013 


(in millions) 


Gross Unrecognized Tax Benefits, as of the Beginning of the Fiscal Year ........... $193 $167 $185 
Increases in Unrecognized Tax Benefits for Prior Years ........ 0.0.0. c eee eee eee 8 16 39 
Decreases in Unrecognized Tax Benefits for Prior Years .............0 0000 eee ee eeee (3) (4) 64) 
Increases in Unrecognized Tax Benefits as a Result of Current Year Activity ........... 54 36 37 
Decreases to Unrecognized Tax Benefits Relating to Settlements with Taxing 

AMIHOPIUES 2 sca aces ie dhs sion Pastas Derm eed bak wud ewes ea dnAode deh hes Sede day — (5) ©@A4) 
Decreases to Unrecognized Tax Benefits as a Result of a Lapse of the Applicable Statute 

OF Mami tathONnSy ney d5-4 tt shee Gok oe dw AEA eae ee a a hs hed SP eee ee (4) (7) (6) 
Gross Unrecognized Tax Benefits, as of the End of the Fiscal Year ................ $248 $193 $167 


Of the $248 million, $193 million and $167 million of total unrecognized tax benefits at January 30, 2016, 
January 31, 2015, and February 1, 2014, respectively, approximately $217 million, $170 million and $143 
million, respectively, represent the amount of unrecognized tax benefits that, if recognized, would favorably 
affect the effective income tax rate in future periods. These amounts are net of the offsetting tax effects from 
other tax jurisdictions. 


Of the total unrecognized tax benefits, it is reasonably possible that $178 million could change in the next 

12 months due to audit settlements, expiration of statute of limitations or other resolution of uncertainties. Due to 
the uncertain and complex application of tax regulations, it is possible that the ultimate resolution of audits may 
result in amounts which could be different from this estimate. In such case, the Company will record additional 
tax expense or tax benefit in the period in which such matters are effectively settled. 


The Company recognizes interest and penalties related to unrecognized tax benefits as components of income tax 
expense. The Company recognized interest and penalties expense of $7 million, $1 million and $4 million in 
2015, 2014 and 2013, respectively. The Company has accrued approximately $38 million and $31 million for the 
payment of interest and penalties as of January 30, 2016 and January 31, 2015, respectively. Accrued interest and 
penalties are included within Other Long-term Liabilities on the Consolidated Balance Sheets. 


The Company files U.S. federal income tax returns as well as income tax returns in various states and in non-U.S. 
jurisdictions. At the end of 2015, the Company was subject to examination by the IRS for 2012 through 2014. 
The Company is also subject to various U.S. state and local income tax examinations for the years 2009 to 2014. 
Finally, the Company is subject to multiple non-US. tax jurisdiction examinations for the years 2005 to 2014. In 
some situations, the Company determines that it does not have a filing requirement in a particular tax 
jurisdiction. Where no return has been filed, no statute of limitations applies. Accordingly, if a tax jurisdiction 
reaches a conclusion that a filing requirement does exist, additional years may be reviewed by the tax authority. 
The Company believes it has appropriately accounted for uncertainties related to this issue. 
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10. Long-term Debt 


The following table provides the Company’s long-term debt balance, net of debt issuance costs and unamortized 
discounts, as of January 30, 2016 and January 31, 2015: 


January 30, January 31, 
2016 2015 
(in millions) 
Senior Unsecured Debt with Subsidiary Guarantee 


$1 billion, 6.875% Fixed Interest Rate Notes due November 2035 (“2035 Notes”) ..... $ 988 $ — 
$1 billion, 5.625% Fixed Interest Rate Notes due February 2022 (“2022 Notes”) ...... 991 989 
$1 billion, 6.625% Fixed Interest Rate Notes due April 2021 (“2021 Notes”) ......... 990 988 
$500 million, 5.625% Fixed Interest Rate Notes due October 2023 (“2023 Notes”) ..... 496 496 
$500 million, 8.50% Fixed Interest Rate Notes due June 2019 (“2019 Notes”) (a)...... 493 496 
$400 million, 7.00% Fixed Interest Rate Notes due May 2020 (‘2020 Notes”) ........ 396 395 
Total Senior Unsecured Debt with Subsidiary Guarantee ............. 00.00 e ee eee $4,354 $3,364 
Senior Unsecured Debt 

$700 million, 6.90% Fixed Interest Rate Notes due July 2017 (“2017 Notes”) (b) ...... $ 715 $ 713 
$350 million, 6.95% Fixed Interest Rate Debentures due March 2033 (“2033 Notes”) .. 348 348 
$300 million, 7.60% Fixed Interest Rate Notes due July 2037 (“2037 Notes”) ......... 297 297 
FPorersn: Pacities 5.35. ised ee ta OA Ae ee GO KEG Ee eee x _ = 
Total Senior Unsecured Debt ........ 0.0... ccc eee ete ene eet ev eee $1,367 $1,358 
Total, -é-.2043326:5 wien Ped Ses od She wR Ste Aan OS Gb treed 6 ne 4 eee Oa ea ea $5,721 $4,722 
Current: Portion of Long-term Debt «2... end iwcedans casa eo heed ab gee poled eee 4 (6) — 
Total Long-term Debt, Net of Current Portion ............... 0.00 c cece eee eee $5,715 $4,722 


(a) The balance includes a fair value interest rate hedge adjustment which increased the debt balance by $2 
million as of January 30, 2016 and $8 million as of January 31, 2015. 

(b) The balance includes a fair value interest rate hedge adjustment which increased the debt balance by $16 
million as of January 30, 2016 and $15 million as of January 31, 2015. 


In April 2015, the FASB issued ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. The 
impact of the adoption of this standard is a decrease to Other Assets and Long-term Debt on the Consolidated 
Balance Sheets of $47 million as of January 30, 2016 and $43 million as of January 31, 2015. For additional 
information, see Note 2, “New Accounting Pronouncements.” 


The following table provides principal payments due on long-term debt in the next five fiscal years and the 
remaining years thereafter: 


Fiscal Year (in millions) 


ONG ec eseeat tess cot emamirces Ge acasiertesde eae: ccerdecs fae a toy Gon Aes eke reset Dass id ee soes acca aioe ih Weseetas ae hemenaseea ae thdateone $ 6 
DONT: scsstsenace toler sees eae Gate Pe eee GA inavaiss an ote ele Bev tieesy deat a ew eae anda Reeves dias 701 
DONS s. <5 tee sececee ce atae ouerss ete as ce atetoenaa hoc sates ste tate shatidece ictatarces aca eth a dance -an bo dhanaee hes sade ieedel el draxasnteratees — 
DONO) sok thor eotythated 4 taunt deve wedcb ah dear tiga eee Se aetna dates Gina Syd ed dashed eae 500 
QO eetite, a eeectehssetic ecteere, dete seests dee Gases ee Gta aca ard sea enseand cat deee etent aabeesoneha dasecteesdeian estes GGee acess 400 
TMGPE ATED esse edcns sed So B28 Sse GARE Sy i RS A a ws OS hina we eS LG hte doce 4,150 


Cash paid for interest was $317 million in 2015, $328 million in 2014 and $300 million in 2013. 
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Issuance of Notes 


In October 2015, the Company issued $1 billion of 6.875% notes due in November 2035. The obligation to pay 
principal and interest on these notes is jointly and severally guaranteed on a full and unconditional basis by 
certain of the Company’s 100% owned subsidiaries (the “Guarantors”). The proceeds from the issuance were 
$988 million, which were net of issuance costs of $12 million. These issuance costs are being amortized through 
the maturity date of November 2035 and are included within Long-term Debt on the January 30, 2016 
Consolidated Balance Sheet. 


In October 2013, the Company issued $500 million of 5.625% notes due in October 2023. The 2023 Notes are 
jointly and severally guaranteed on a full and unconditional basis by the Guarantors. The proceeds from the 
issuance were $495 million, which were net of issuance costs of $5 million. These issuance costs are being 
amortized through the maturity date of October 2023 and are included within Long-term Debt on the 
Consolidated Balance Sheets. 


Repayment of Notes 


In November 2014, the Company repaid the remaining $213 million of its 5.25% Senior Unsecured Notes due 
November 2014 with cash on hand. 


Revolving Facility 


The Company maintains a secured revolving credit facility (“Revolving Facility”). The Revolving Facility has 
aggregate availability of $1 billion and expires July 18, 2019. The fees related to committed and unutilized 
amounts per year are 0.30% per annum, and the fees related to outstanding letters of credit are 1.50% per annum. 
In addition, the interest rate on outstanding U.S. dollar borrowings or British pound borrowings is LIBOR plus 
1.50%. The interest rate on outstanding Canadian dollar borrowings is CDOR plus 1.50% per annum. 


In July 2014, the Company entered into an amendment and restatement (“Amendment”) of its Revolving Facility. 
The Company incurred fees related to the Amendment of the Revolving Facility of $5 million, which were 
capitalized and are being amortized over the remaining term of the Revolving Facility. 


The Revolving Facility contains fixed charge coverage and debt to EBITDA financial covenants. The Company 
is required to maintain a fixed charge coverage ratio of not less than 1.75 to 1.00 and a consolidated debt to 
consolidated EBITDA ratio not exceeding 4.00 to 1.00 for the most recent four-quarter period. In addition, the 
Revolving Facility provides that investments and restricted payments may be made, without limitation on 
amount, if (a) at the time of and after giving effect to such investment or restricted payment the ratio of 
consolidated debt to consolidated EBITDA for the most recent four-quarter period is less than 3.00 to 1.00 and 
(b) no default or event of default exists. As of January 30, 2016, the Company was in compliance with both of its 
financial covenants, and the ratio of consolidated debt to consolidated EBITDA was less than 3.00 to 1.00. 


During the second quarter of 2014 and the third quarter of 2013, the Company borrowed and repaid $5 million 
and $290 million, respectively, under the Revolving Facility. The maximum daily amount outstanding at any 
point in time during the second quarter of 2014 and third quarter of 2013 was $5 million and $140 million, 
respectively. 


As of January 30, 2016, there were no borrowings outstanding under the Revolving Facility. 
The Revolving Facility supports the Company’s letter of credit program. The Company had $8 million of 


outstanding letters of credit as of January 30, 2016 that reduce its remaining availability under the Revolving 
Facility. 
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In addition to the Revolving Facility the Company maintains various revolving and term loan bank facilities with 
availability totaling $35 million to support its foreign operations (“Foreign Facilities”). These Foreign Facilities 
mature between November 15, 2016 and July 30, 2017. The interest rates on outstanding borrowings are based 
upon the applicable benchmark rate for the currency of each borrowing. 


During 2015, the Company borrowed $7 million under the Foreign Facilities. The maximum daily amount 
outstanding at any point in time during 2015 was $7 million. As of January 30, 2016, there were borrowings of 
$7 million outstanding under the Foreign Facilities. 


Fair Value Interest Rate Swap Arrangements 


For information related to the Company’s fair value interest rate swap arrangements, see Note 11, “Derivative 
Instruments.” 


11. Derivative Instruments 
Foreign Exchange Risk 


In January 2007, the Company entered into a series of cross-currency swaps related to approximately CAD$470 
million of intercompany loans. These cross-currency swaps mitigate the exposure to fluctuations in the U.S. 
dollar-Canadian dollar exchange rate related to the Company’s Canadian operations. The cross-currency swaps 
require the periodic exchange of fixed rate Canadian dollar interest payments for fixed rate U.S. dollar interest 
payments as well as exchange of Canadian dollar and U.S. dollar principal payments upon maturity. The cross- 
currency swap related to approximately CAD$170 million matures in January 2018 at the same time as the 
related loan and is designated as a cash flow hedge of foreign currency exchange risk. Changes in the U.S. dollar- 
Canadian dollar exchange rate and the related swap settlements result in reclassification of amounts from 
accumulated other comprehensive income to earnings to completely offset foreign currency transaction gains and 
losses recognized on the intercompany loans. 


In November 2014, the Company terminated the cross-currency swap of CAD$200 million related to the 
intercompany loan maturing in January 2015 and January 2017. The Company paid $4 million to settle the 
swaps. This $4 million expense related to the settlement of the swaps, as well as the foreign currency gains on 
these intercompany loans of $6 million, were recognized in earnings in the fourth quarter of 2014. 


The following table provides a summary of the fair value and balance sheet classification of the derivative financial 
instruments designated as foreign exchange cash flow hedges as of January 30, 2016 and January 31, 2015: 


January 30, January 31, 
2016 2015 
(in millions) 


Other Long-term: Assets: oof s.ie. 063 den wha eaeble s ouonie e pdud oe lee Ra Ee eae $27 $21 


The following table provides a summary of the pre-tax financial statement effect of the gains and losses on the 
Company’s derivative instruments designated as foreign exchange cash flow hedges for 2015 and 2014: 


Location 2015 = 2014 
‘(in millions) 

Gain (Loss) Recognized in Other Comprehensive Income (Loss) .... Other Comprehensive 
Income (Loss) $6 $34 


(Gain) Loss Reclassified from Accumulated Other Comprehensive 
Income (Loss) into Other Income (a) ............ 000 eee eee Other Income 14. (60) 


(a) Represents reclassification of amounts from accumulated other comprehensive income to earnings to 
completely offset foreign currency transaction gains and losses recognized on the intercompany loans. No 
ineffectiveness was associated with these foreign exchange cash flow hedges. 
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Interest Rate Risk 
Interest Rate Designated Fair Value Hedges 


In July 2014, the Company entered into interest rate swap arrangements related to $100 million of the 
outstanding 2017 Notes and $100 million of the outstanding 2019 Notes. In 2013, the Company entered into 
interest rate swap arrangements related to $200 million of the outstanding 2017 Notes and $200 million of the 
outstanding 2019 Notes. The interest rate swap arrangements effectively convert the fixed interest rate on the 
related debt to a variable interest rate based on LIBOR plus a fixed percentage. 


The swap arrangements are designated as fair value hedges. The changes in the fair value of the interest rate 
swaps have an equal and offsetting impact to the carrying value of the debt on the balance sheet. The differential 
to be paid or received on the interest rate swap arrangements is accrued and recognized as an adjustment to 
interest expense. 


In the past, the Company had entered into interest rate swap arrangements on the 2017 Notes. In 2012, the 
Company terminated these interest rate designated fair value hedges. The carrying values of the 2017 Notes 
include unamortized hedge settlements which are amortized as a reduction to interest expense through the 
maturity date of the Notes. 


The following table provides a summary of the fair value and balance sheet classification of the derivative 
financial instruments designated as interest rate fair value hedges as of January 30, 2016 and January 31, 2015: 


January 30, January 31, 


2016 2015 
(in millions) 
OUMEE*ASSOES: ooh east cc Geidecn cde et eiss Blevins weigh anh hs a hea Srl) ata veces st Ssh sey ds dy avtendas un des FA on $11 $12 


12. Fair Value Measurements 


The following table provides a summary of the principal value and fair value of long-term debt as of January 30, 
2016 and January 31, 2015: 


January 30, January 31, 


2016 2015 
(in millions) 
Principal Value. 034 245s oer ia ie eer Ay ee Se Oh ee ee Ea Eee des $5,750 $4,750 
air V ales (ai) 2.2585 8 denied, a cdieice cect sanaahoncalah deassddasatce) daar ie anaraauhok a deandhe, @ Sse wi aeagpatens aaseaites 6,209 5,305 


(a) The estimated fair value of the Company’s publicly traded debt is based on reported transaction prices 
which are considered Level 2 inputs in accordance with ASC Topic 820, Fair Value Measurements and 
Disclosure. The estimates presented are not necessarily indicative of the amounts that the Company could 
realize in a current market exchange. 
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The following table provides a summary of assets and liabilities measured in the consolidated financial 
statements at fair value on a recurring basis as of January 30, 2016 and January 31, 2015: 


Levell Level2 Level3 Total 
(in millions) 


As of January 30, 2016 

Assets: 

Cash and Cash Equivalents .......... 0.000 ccc cece cee tenet eeees $2,548 $— $— $2,548 
Marketable SecuritiéS: ...0.....4004 obec auras Gas pede dda G4 wean ns 22 — — 22 
Interest Rate Designated Fair Value Hedges ............ 0.00000 e eee eee — 11 — 11 
Cross-currency Cash Flow Hedges ............ 00.000 c eee eee eee ee — 27 _ 27 
As of January 31, 2015 

Assets: 

Cash and: Cash: Equivalents. ws0.d00 steeun os pea ew ha eae eee heen $1,681 $— $— $1,681 
Interest Rate Designated Fair Value Hedges ............ 00.0000 cee eee — 12 — 12 
Cross-currency Cash Flow Hedges ............ 0.0... e eee eee eee — 21 — 21 
Liabilities: 

Lease Guarantees 3.66 sa one ews kt ed eda dds ee ead dee dads — — 1 1 


The Company’s Level | fair value measurements use unadjusted quoted prices in active markets for identical 
assets. In 2015, the Company invested in marketable equity securities. These securities are classified as Level | 
fair value measurements as they are traded with sufficient frequency and volume to enable the Company to 
obtain pricing information on an ongoing basis. 


The Company’s Level 2 fair value measurements are measured using market approach valuation techniques. The 
primary inputs to these techniques include benchmark interest rates and foreign currency exchange rates, as 
applicable to the underlying instruments. 


The Company’s Level 3 fair value measurements are measured using income approach valuation techniques. The 
primary inputs to these techniques include the guaranteed lease payments, discount rates, as well as the 
Company’s assessment of the risk of default on guaranteed leases. 


Management believes that the carrying values of accounts receivable, accounts payable, accrued expenses and 
current debt approximate fair value because of their short maturity. 


The following table provides a reconciliation of the Company’s lease guarantees measured at fair value on a 
recurring basis using unobservable inputs (Level 3) for 2015 and 2014: 


2018 2014 

(in millions) 
Be sinning BalanGes oo. eee Pd cite Sede Hd Gee hee ua ooh clveadey ah eetatnnras See ac fy lance aa oe Seka nad Aad ack $1 $1 
Change in Estimated Fair Value Reported in Earnings .......... 0.0.0... c cece eee eee eee (): == 
Ending Balance iii ass icc io eithoe dasa & qcandharlecdigebokes pda ates: Geguaaeeadusy atans geicaciosiandea desea ieceubotastaha cogdetanehons $— $1 


The Company’s lease guarantees include minimum rent and additional payments covering taxes, common area 
costs and certain other expenses and relate to leases that commenced prior to the disposition of certain 
businesses. The fair value of these lease guarantees is impacted by economic conditions, probability of rent 
obligation payments, period of obligation as well as the discount rate utilized. For additional information, see 
Note 15, “Commitments and Contingencies.” 
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13. Comprehensive Income 


Comprehensive Income includes gains and losses on derivative instruments, unrealized holding gains and losses 
on marketable securities classified as available-for-sale and foreign currency translation adjustments. The 
cumulative gains and losses on these items are included in Accumulated Other Comprehensive Income in the 
Consolidated Balance Sheets and Consolidated Statements of Shareholders’ Equity (Deficit). 


The following table provides the rollforward of accumulated other comprehensive income for 2015: 


Accumulated 
Other 
Foreign Currency Cash Flow Marketable Comprehensive 
Translation Hedges Securities Income 
(in millions) 
Balance as of January 31, 2015 .................. $ 51 $(16) $— $35 
Other Comprehensive Income (Loss) Before 
Reclassifications ........... 00 cece eee eee (23) 6 8 (9) 
Amounts Reclassified from Accumulated Other 
Comprehensive Income ................... — 14 — 14 
Current-period Other Comprehensive Income (Loss) . . 23) 20 8 2 
Balance as of January 30, 2016 .................. 28 $ 4 $ 8 $40 
The following table provides the rollforward of accumulated other comprehensive income for 2014: 
Accumulated 
Other 
Foreign Currency Cash Flow Marketable Comprehensive 
(in millions) 
Balance as of February 1, 2014 .................. $30 $ 10 $— $ 40 
Other Comprehensive Income (Loss) Before 
Reclassifications ........... 000. e eee ee eee 21 34 — 55 
Amounts Reclassified from Accumulated Other 
Comprehensive Income .................4- = (60) = (60) 
Current-period Other Comprehensive Income (Loss) . . 21 (26) = (5) 
Balance as of January 31,2015 .................. $51 $(16) $— $ 35 


The components of accumulated other comprehensive income (loss) above are presented net of tax as applicable. 


The following table provides a summary of the reclassification adjustments out of accumulated other 
comprehensive income for 2015: 


Details About Accumulated Amounts Reclassified from 
Other Comprehensive Income Accumulated Other Location on Consolidated 
Components Comprehensive Income Statements of Income 
2015 2014 
(in millions) 
Cash. Flow Hedges: ic: oske waded pedaaieee eau $14 $(60) Other Income 
— Provision for Income Taxes 

$14 $(60) Net Income 
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14. Leases 


The Company is committed to noncancelable leases with remaining terms generally from one to 10 years. A 
substantial portion of the Company’s leases consist of store leases generally with an initial term of 10 years. 
Annual store rent consists of a fixed minimum amount and/or contingent rent based on a percentage of sales 
exceeding a stipulated amount. Store lease terms generally require additional payments covering certain 
operating costs such as common area maintenance, utilities, insurance and taxes. These additional payments are 
excluded from the table below. 


The following table provides rent expense for 2015, 2014 and 2013: 


2015 = =2014 = 2013 


(in millions) 


Store Rent: 

Fixed MiImMunit 34 25 oie ce dno gd Obs hbb seed me gaitalasoeedaee eeaatnnd $535 $516 $482 

COMUNBENE s, c:5 scsigi athe FA eG hak dokae auscouk Gleateg dpc ie MRR AS aaa Ses gid ee aes Re Bok 73 63 59 
Total Store RENE s:6i34 46} eee de SoA Cede OO a eRe ean 608 579 541 
Office, Equipment and Other sit eoi-cci desea easey aia ag fia a hee GA puget are arg ecnlpldequngesae aoeuals 77 68 12 
Gross Rent Expense ........... 00... cee ene nen eens 685 647 613 
Sublease Rental Income: sce..2 os) ie Pee. chs ees whee Os A eS Rea a tan (2) (2) (2) 
Total Rent Expenses. 2:20 va ce od niise wegen Gib ates Ah bt aden oP Slahe RASS Dla ay ble $683 $645 $611 


The following table provides the Company’s minimum rent commitments under noncancelable operating leases 
in the next five fiscal years and the remaining years thereafter: 


Fiscal Year (in millions) (a) 


DOUG? cote Aus, CA toca, Bae Rs PRN Se RRS AAG ee Bs etn aang aad setae Bus a RG A $ 640 
QOVT b66 wis ieiandts grb pd Seed en eee YE we a Ve Me Gee GS See ete kee EAE Cas 625 
DO US” cern te cossseecele dete ta ehatiosee neh Gera dcarete ateeesded wed aaa at ats god Ab aces pobte iach Subpering ee dea 546 
QOI9 ici. Qivie odes ddeeieepeeide eEiad bbb d whe PON AA dee MaGi ieee hea 500 
OQ nck ret Stet utnie ea eects te eSES Acetic Ra ing ees bs BR od Marie yan Sg id aaah dca, Bi 88 eee 472 
WHETCAMEE® 3.26 c.atesches, aceon esa e-ceseds eok GRBs Sie Re Gieoee WEN ES Sore de HOE Ra es 1,970 


(a) Excludes additional payments covering taxes, common area costs and certain other expenses generally 
required by store lease terms. 


15. Commitments and Contingencies 


The Company is subject to various claims and contingencies related to lawsuits, taxes, insurance, regulatory and 
other matters arising out of the normal course of business. Actions filed against the Company from time to time 
include commercial, tort, intellectual property, customer, employment, data privacy, securities and other claims, 
including purported class action lawsuits. Management believes that the ultimate liability arising from such 
claims and contingencies, if any, is not likely to have a material adverse effect on the Company’s results of 
operations, financial condition or cash flows. 


Guarantees 


In connection with the disposition of certain businesses, the Company has remaining guarantees of 
approximately $24 million related to lease payments of Express, Limited Stores and Dick’s Sporting Goods 
under the current terms of noncancelable leases expiring at various dates through 2021. These guarantees include 
minimum rent and additional payments covering taxes, common area costs and certain other expenses and relate 
to leases that commenced prior to the disposition of the businesses. In certain instances, the Company’ s 
guarantee may remain in effect if the term of a lease is extended. 
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The Company’s guarantees related to Express and Limited Stores required fair value accounting in accordance 
with GAAP in effect at the time of these divestitures. The Company’s guarantees related to Dick’s Sporting 
Goods were not subject to fair value accounting, but require that a loss be accrued when probable and reasonably 
estimable based on GAAP in effect at the time of that divestiture. A liability of $1 million was recorded for these 
guarantees as of January 31, 2015, and is included in Other Long-term Liabilities on the Consolidated Balance 
Sheet. The Company had no liability recorded with respect to any of these guarantee obligations as of 

January 30, 2016 as it concluded that payments under these guarantees were not probable. 


In 2015, in connection with the Company’s investment in ETC, the Company provided a guarantee of payment to 
an interest rate swap counterparty for amounts owed by ETC, if any, upon settlement in February 2017. The 
Company has not recorded a liability with respect to this guarantee obligation as it concluded that payment under 
this guarantee was not probable as of January 30, 2016. For additional information, see Note 7, “Equity 
Investments and Other.” 


In 2015, in connection with the sale and leaseback under noncancellable operating leases of certain assets, the 
Company provided residual value guarantees to the lessor if the leased assets cannot be sold for an amount in 
excess of a specified minimum value at the conclusion of the lease term. The leases expire in 2020, and the total 
amount of the guarantees is approximately $105 million. The Company recorded a liability of $3 million related 
to these guarantee obligations as of January 30, 2016, included in Other Long-term Liabilities on the 
Consolidated Balance Sheet. 


16. Retirement Benefits 


The Company sponsors a tax-qualified defined contribution retirement plan and a non-qualified supplemental 
retirement plan for substantially all of its associates within the U.S. Participation in the tax-qualified plan is 
available to associates who meet certain age and service requirements. Participation in the non-qualified plan is 
available to associates who meet certain age, service, job level and compensation requirements. 


The qualified plan permits participating associates to elect contributions up to the maximum limits allowable 
under the Internal Revenue Code. The Company matches associate contributions according to a predetermined 
formula and contributes additional amounts based on a percentage of the associates’ eligible annual 
compensation and years of service. Associate contributions and Company matching contributions vest 
immediately. Additional Company contributions and the related investment earnings are subject to vesting based 
on years of service. Total expense recognized related to the qualified plan was $64 million for 2015, $59 million 
for 2014 and $56 million for 2013. 


The non-qualified plan is an unfunded plan which provides benefits beyond the Internal Revenue Code limits for 
qualified defined contribution plans. The plan permits participating associates to elect contributions up to a 
maximum percentage of eligible compensation. The Company matches associate contributions according to a 
predetermined formula and contributes additional amounts based on a percentage of the associates’ eligible 
compensation and years of service. The plan also permits participating associates to defer additional 
compensation up to a maximum amount which the Company does not match. Associates’ accounts are credited 
with interest using a fixed rate determined by the Company and reviewed by the Compensation Committee of the 
Board of Directors, prior to the beginning of each year. Associate contributions and the related interest vest 
immediately. Company contributions, along with related interest, are subject to vesting based on years of service. 
Associates may elect in-service distributions for the unmatched additional deferred compensation component 
only. The remaining vested portion of associates’ accounts in the plan will be distributed upon termination of 
employment in either a lump sum or in annual installments over a specified period of up to 10 years. 
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The following table provides the Company’s annual activity for this plan and year-end liability, included in Other 
Long-term Liabilities on the Consolidated Balance Sheets, as of January 30, 2016 and January 31, 2015: 


January 30, January 31, 


2016 2015 
(in millions) 
Balance at Beginning of Year ............. 0.0... cece cee eet ene $257 $243 
Contributions: 
ASSOCIALE .5:3.55-e rete daidle bb dea we Gea Reet en gued ee bera daha eee ee 15 10 
COMPANY: 5.5/2. ss bees h ak aoe See esos ek Fak gees Sag AL Pe ale ud Sodan, hep ad Beg 17 10 
TTNCTES Ede 35.0 peated Ve Geo ENN oe end Ss ee hb AG eee ee 13 14 
DIStIDUMONS: xci2se 5.3 dca bcd ahicace tect atessdae la at dc doacefatts) Sean bbarecdtendoats qasnshauedesaauna ayes adheaides (28) (20) 
Balance at End of Year .... 1.0.0.0... 0.0. n eee n ee nenens $274 $257 


Total expense recognized related to the non-qualified plan was $30 million for 2015, $24 million for 2014 and 
$22 million for 2013. 


17. Shareholders’ Equity (Deficit) 
Common Stock Repurchases 


Under the authority of the Company’s Board of Directors, the Company repurchased shares of its common stock 
under the following repurchase programs during the fiscal years 2015, 2014 and 2013: 


Average Stock 


Price of 
Shares 
Shares Repurchased Amount Repurchased ao 

Repurchase Program Amount Authorized 2015 2014 2013 2015 2014). 2013 Program 
(in millions) ~(inthousands)———~—S(in millions) 

Mune 2015 acdsee ataln eats $250 2,680 NA NA $233 NA NA $87.06 

February 2015 .............. 250 2,788 NA NA 250 NA NA $89.45 

November 2012 ............. 250 NA 1,317 1,377. NA §$ 84 $ 63 $54.02 
Total), ic ss004 ctahwosadadids 5,468 1,317 1,377 $483 84 $ 63 


In June 2015, the Company’s Board of Directors approved a new $250 million share repurchase program, which 
included the $0.6 million remaining under the February 2015 repurchase program. 


In February 2015, the Company’s Board of Directors approved a $250 million share repurchase program, which 
included the $91 million remaining under the November 2012 repurchase program. 


There were no share repurchases reflected in Accounts Payable on the January 30, 2016 or January 31, 2015 
Consolidated Balance Sheets. 


Subsequent to January 30, 2016, the Company’s Board of Directors approved a new $500 million share 
repurchase program, which included the $17 million remaining under the June 2015 repurchase program. The 
Company repurchased an additional 2.5 million shares of common stock for $211 million under the February 
2016 repurchase program subsequent to January 30, 2016. 
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Dividends 


Under the authority and declaration of the Board of Directors, the Company paid the following dividends during 
the fiscal years 2015, 2014 and 2013: 


Ordinary Special Total 
Dividends Dividends Dividends Total Paid 
(per share) (in millions) 

2015 

Fourth Quarter 3 i4.04.05 ds.d0 teed bea Set eS ads bewew ease ws $0.50 $ — $0.50 $ 145 
i QUA is seas coisas ie boss es eae eats ae eee ee 0.50 — 0.50 146 
Second Quarter «224.2 csacawkewgohy aa atings se haad chew ine eds 0.50 — 0.50 146 
First: Quarter <5. 53..2-¢ gdste ete oor sens ket ood de yd ae eet 0.50 2.00 2.50 734 
2015 Total 3 i¢ ¢ isa yectsn elk bi be GA eRe een $2.00 $2.00 $4.00 $1,171 
2014 

Fourth Quarter 2.0... 0... cette teens $0.34 $ — $0.34 $ 100 
Third Quarter. «.2.2:3.scewcec ad nar. atk eee aan oeomened Dh aetdtion eedied 0.34 — 0.34 100 
Second Quarter «acoso oot ewle Sewn) a ems os dee ek 0.34 — 0.34 99 
First Quarter 3.2 6 agen bad oe id Leah baad eda eee ee 0.34 1.00 1.34 392 
2014 Total ss. i.c ceo sceeeie ha wesa eee d Ue Bed Reka din eddies $1.36 $1.00 $2.36 $ 691 
2013 

POurtht Quarter 5.20 3 seeinsess ow ate naons gedneeatnt ae b acdeank elon ary gee et $0.30 $ — $0.30 $ 88 
MDE QUArtet ast. ecdcetee chee heeled Mac eey ) Sehaioa dee bed. ea es 0.30 — 0.30 87 
Second Quarter 2.3. 6c060 eae eed a ea ede ee ee Sete ee 0.30 — 0.30 87 
art Quarter 3.2, 5.625 sia cb tis ioc db nate duate fata dos aeod Gok: mee Go Eedoanecases Soa 0.30 — 0.30 87 
2013 Total: 6:25.23 22k oe habs Bhs ht eed Mee Rees $1.20 $ — $1.20 $ 349 


Subsequent to January 30, 2016, the Board of Directors declared an increase in the first quarter 2016 ordinary 
dividend from $0.50 to $0.60 per share and a special dividend of $2 per share. Both dividends, totaling $748 
million, were paid on March 4, 2016 to shareholders of record at the close of business on February 19, 2016. 


18. Share-based Compensation 
Plan Summary 


In 2015, the Company’s shareholders approved the 2015 Stock Option and Performance Incentive Plan (“2015 
Plan”). The 2015 Plan replaces the 2011 Stock Option and Performance Incentive Plan. The 2015 plan provides 
for the grant of incentive stock options, non-qualified stock options, stock appreciation rights, restricted stock, 
performance-based restricted stock, performance units and unrestricted shares. The Company grants stock 
options at a price equal to the fair market value of the stock on the date of grant. Stock options have a maximum 
term of 10 years. Stock options generally vest ratably over 3 to 5 years. Restricted stock generally vests (the 
restrictions lapse) at the end of a three-year period or on a graded basis over a five-year period. 


Under the Company’s plans, approximately 156 million options, restricted and unrestricted shares have been 
authorized to be granted to employees and directors. Approximately 17 million options and shares were available 
for grant as of January 30, 2016. 


From time to time the Company’s Board of Directors will declare special dividends. For additional information, 
see Note 17, “Shareholders’ Equity (Deficit).” In accordance with the anti-dilutive provisions of the stock plan, 
in these circumstances the Company adjusts both the exercise price and the number of share-based awards 
outstanding as of the record date of the special dividends. The aggregate fair value, the aggregate intrinsic value 
and the ratio of the exercise price to the market price are approximately equal immediately before and after the 
adjustments. Therefore, no compensation expense is recognized. 
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Stock Options 


The following table provides the Company’s stock option activity for the fiscal year ended January 30, 2016: 


Weighted Weighted 


Average Average 
Option Remaining Aggregate 
Number of Price Per Contractual Intrinsic 
Shares Share Life Value 
(in thousands) (in years) (in thousands) 
Outstanding as of January 31,2015 ................00.. 5,773 $34.93 
GTN, Saye se sessed debe P i deacche sede Reels WA dla eel ed 797 93.40 
EXxercisSed fi ¢.0i6 04 steed pp edd bee Gee Be dad (1,060) 32.83 
Cancelled). oso dy saideecsd beg Gibco Gepost a esis (146) 58.53 
Adjustment for Special Dividend .................. 127 
Outstanding as of January 30,2016 ...............000-- 5,491 $42.40 6.03 $295,190 
Vested and Expected to Vest as of January 30, 2016 (a) .... 5,353 41.60 5.96 292,021 
Options Exercisable as of January 30, 2016.............. 2,897 24.16 4.25 208,534 


(a) The number of options expected to vest includes an estimate of expected forfeitures. 


Intrinsic value for stock options is the difference between the current market value of the Company’s stock and 
the option strike price. The total intrinsic value of options exercised was $63 million for 2015, $52 million for 
2014 and $69 million for 2013. 


The total fair value at grant date of option awards vested was $11 million for 2015 and 2014 and $10 million for 
2013. 


The Company’s total unrecognized compensation cost, net of estimated forfeitures, related to nonvested options 
was $19 million as of January 30, 2016. This cost is expected to be recognized over a weighted-average period of 
3.0 years. 


The weighted-average estimated fair value of stock options granted was $15.27 per share for 2015, $11.74 per 
share for 2014 and $9.71 per share for 2013. 


Cash received from stock options exercised was $33 million for 2015, $35 million for 2014 and $32 million for 
2013. Tax benefits realized from tax deductions associated with stock options exercised were $20 million for 
2015, $21 million for 2014 and $14 million for 2013. 


The Company uses the Black-Scholes option-pricing model for valuation of options granted to employees and 
directors. The Company’s determination of the fair value of options is affected by the Company’s stock price as 
well as assumptions regarding a number of highly complex and subjective variables. These variables include, but 
are not limited to, the Company’s expected stock price volatility over the term of the awards and projected 
employee stock option exercise behaviors. 


The following table contains the weighted-average assumptions used during 2015, 2014 and 2013: 


2015 2014 2013 


Expected: Volatility. sis of ses oes eiplaceiecna, cele: pied a: os Oda ted daca daleapnalddl dugg Snub ia ghana ua eee se des 26% 30% 35% 
Ruskstree Interest Rate: io acs getdate ooad ab sea nee ba eek be edie pein doa dante 1.1% 14% 0.8% 
Dividend “Vtel ls fs03) 5 sesso ag. goad tegnd aneosddvate: outs, atadicg Ural cone nace bode th qussiisbages bacara won, uate lelaubecy 2.7% 3.0% 3.4% 
Expected. Life. (in years) ss.455idadesdndeetd oetddiicns el eiedeeehedawee st beatae cease 45 46 4.7 
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The majority of the Company’s stock-based compensation awards are granted on an annual basis in the first 
quarter of each year. The expected volatility assumption is based on the Company’s analysis of historical 
volatility. The risk-free interest rate assumption is based upon the average daily closing rates during the period 
for U.S. treasury notes that have a life which approximates the expected life of the option. The dividend yield 
assumption is based on the Company’s history and expectation of dividend payouts in relation to the stock price 
at the grant date. The expected life of employee stock options represents the weighted-average period the stock 
options are expected to remain outstanding. 


Restricted Stock 


The following table provides the Company’s restricted stock activity for the fiscal year ended January 30, 2016: 


Weighted 
Average 

Number of Grant Date 

Shares Fair Value 

(in thousands) 

Unvested as of January 31, 2015 ... 0... nee nee 6,773 $41.06 
GHP AMIS, aac: be scinctaerse, dag scs, 6 odes oaasete ce Sts, heen eva ecleter ee cased. A dase otion lgeacolep cd asus eat nee 1,488 85.61 
VEST ac weed, bho a dale Gates Seo Ve Gee Hb oN oad db oe SERS ede ae (2,342) 34.01 
CANNC SLE) ferad peace tesyetesces eaten ciananectneceth dase det asetesaerksatene Uh Wane soe gs thee teae geivarsse ape hideeweoc seicee aes (277) 57.88 
Adjustment for Special Dividend ......... 0.0.00... eee cee 149 N/A 
Unvested as of January 30, 2016 .... 0.2... eens 5,791 54.41 


The Company’s total intrinsic value of restricted stock vested was $217 million for 2015, $128 million for 2014 
and $106 million for 2013. 


The Company’s total fair value at grant date of awards vested was $80 million for 2015, $56 million for 2014 and 
$40 million for 2013. Fair value of restricted stock awards is based on the market value of an unrestricted share 
on the grant date adjusted for anticipated dividend yields. 


As of January 30, 2016, there was $129 million of total unrecognized compensation cost, net of estimated 
forfeitures, related to unvested restricted stock. That cost is expected to be recognized over a weighted-average 
period of 2.7 years. 


Tax benefits realized from tax deductions associated with restricted stock vested were $82 million for 2015, $46 
million for 2014 and $40 million for 2013. 


Income Statement Impact 


The following table provides share-based compensation expense included in the Consolidated Statements of 
Income for 2015, 2014 and 2013: 


2015 2014 2013 


(in millions) 


Costs of Goods Sold, Buying and Occupancy ........ 0.0... c cee eee $27 $24 $22 
General, Administrative and Store Operating Expenses ............. 00.0000. 000 e ee eee 70 66 63 
Total Share-based Compensation Expense .............. 0.0.00 eee e eee e eee eee ee $97 $90 $85 


Share-based compensation expense is based on awards that are ultimately expected to vest. The Company 
estimates forfeitures at the time of grant and adjusts, if necessary, in subsequent periods based on historical 
experience and expected future termination rates. 
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The tax benefit associated with recognized share-based compensation expense was $33 million for 2015, $30 
million for 2014 and $29 million for 2013. 


19. Segment Information 


The Company has three reportable segments: Victoria’s Secret, Bath & Body Works and Victoria’s Secret and 
Bath & Body Works International. 


The Victoria’s Secret segment sells women’s intimate and other apparel, personal care and beauty products under 
the Victoria’s Secret and PINK brand names. Victoria’s Secret merchandise is sold through retail stores located 
in the U.S. and Canada and its website, www. VictoriasSecret.com. 


The Bath & Body Works segment sells personal care, soaps, sanitizers and home fragrance products under the 
Bath & Body Works, White Barn Candle Company, C.O. Bigelow and other brand names. Bath & Body Works 
merchandise is sold at retail stores located in the U.S. and Canada and through its website, 

www. BathandBodyWorks.com. 


The Victoria’s Secret and Bath & Body Works International segment includes the Victoria’s Secret and Bath & 
Body Works company-owned and partner-operated stores located outside of the U.S. and Canada. These 
businesses include the following: 


e Victoria’s Secret Beauty and Accessories stores operated by partners under franchise, license and 
wholesale arrangements, which feature Victoria’s Secret branded beauty and accessories products; 


e Victoria’s Secret International stores, comprised of company-owned stores in the U.K., as well as stores 
operated by partners under franchise, license and wholesale arrangements; and 


¢ Bath & Body Works International stores operated by partners under franchise, license and wholesale 
arrangements. 
Other consists of the following: 


e¢ Mast Global, a merchandise sourcing and production function serving the Company and its international 
partners; 


¢ La Senza, comprised of company-owned stores in Canada, as well as stores operated by partners under 
franchise, license and wholesale arrangements, which feature women’s intimate apparel; 


¢ Henri Bendel, operator of 29 specialty stores, which feature handbags, jewelry and other accessory 
products; and 


¢ Corporate functions including non-core real estate, equity investments and other governance functions 
such as treasury and tax. 
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The following table provides the Company’s segment information as of and for the fiscal years ended January 30, 


2016, January 31, 2015 and February 1, 2014: 


Bath & Body 


Works 


Victoria’s 


Secret 


and 
Bath & Body 
Works 
International 


Other Total 


Victoria’s 
Secret 

January 30, 2016 

NGtSaléS: cic eee cies ok esd ees te es $7,672 
Depreciation and Amortization ................... 218 
Operating Income (Loss) ..................00000. 1,391 
Total Assets (a) 2.6... cee ee eens 3,163 
Capital Expenditures ......................0000. 411 
January 31, 2015 

Net SaleS: c5cddemeeee $a4 wb eiadhesie nent ees $7,207 
Depreciation and Amortization ................... 198 
Operating Income (Loss) ............ 00.0000 0000 1,271 
Total Assets (a) (b) 2... eee 2,950 
Capital Expenditures ............... 00.00.0000. 446 
February 1, 2014 

INGE SIGS: (soit secs ence ca Seder ie Soe oe esse ee $6,884 
Depreciation and Amortization ................... 175 
Operating Income (Loss) ..................0.000. 1,153 
Total - Assets: (a) (BD): 464 s.4 we ee, ha Ge oP EAE 2,811 
Capital Expenditures ........................00. 444 


$3,587 
70 

858 
1,556 
166 


$3,350 
65 

737 
1,365 
77 


$3,118 
65 

648 
1,369 
80 


290 
33 


$ 510 $12,154 


111 415 
(145) 2,192 
3,338 8,493 
117 107 


$ 561 $11,454 


119 398 
(133) — 1,953 
2,792 7,476 
155 715 


$ 549 $10,773 


119 368 
(96) 1,743 
2,658 7,128 
134 691 


(a) Assets are allocated to the operating segments based on decision making authority relevant to the applicable 


assets. 


(b) Amounts have been recast to reflect the retrospective application of ASU No. 2015-03, Simplifying the 
Presentation of Debt Issuance Costs and ASU No. 2015-17, Balance Sheet Classification of Deferred Taxes. 
For additional information, see Note 2, “New Accounting Pronouncements.” 


The Company’s international sales include sales from company-owned stores, royalty revenue from franchise 
and license arrangements, wholesale revenues and direct sales shipped internationally. Certain of these sales are 
subject to the impact of fluctuations in foreign currency. The Company’s international sales across all segments 
totaled $1.314 billion in 2015, $1.349 billion in 2014 and $1.212 billion in 2013. The Company’s internationally 
based long-lived assets were $319 million as of January 30, 2016 and $293 million as of January 31, 2015. 
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20. Quarterly Financial Data (Unaudited) 


The following table provides summarized quarterly financial data for 2015: 


Fiscal Quarter Ended 


May 2, August1l, October 31, January 30, 
2015 (a) 2015 2015 2016 


(in millions except per share data) 


INGE Sale oo fects cee ce eas ee ae atte ave sone cera cree Rte aw eee $2,512 $2,765 $2,482 $4,395 
GOSS: PrOHt 2 seecaso 2 ante sunset sats ne ecereit tae pve Sibel sun gearhead eee 1,056 1,114 1,031 2,002 
Operating Income: ....6 cee cea a deed Gee ead eee es 372 403 339 1,078 
Income Before Income Taxes ............. 000 cece eee 369 323 260 982 
INGt IMGOME? 25.2524 acter st aie dose as dewchaaed fad ukeesbad aieeane ndpaaintedodedciod auimaabiscend 250 202 164 636 
Net Income Per Basic Share (b) ....... 0.0... c cece cece eee $ 0.86 $ 0.69 $ 0.56 $ 2.19 
Net Income Per Diluted Share (b) .........0.0. 000 cc cece ee eee $ 0.84 $ 0.68 $ 0.55 $ 2.15 


(a) Includes the effect of a pre-tax gain of $78 million ($69 million net of tax) included in other income, related 
to the sale of our remaining interest in the third-party apparel sourcing business. 

(b) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the 
year. 


The following table provides summarized quarterly financial data for 2014: 


Fiscal Quarter Ended 
May 3, August2, November1, January 31, 
2014 2014 2014 2015 
(in millions except per share data) 
Nét: Sales” osc te sd oh 855 SE SS BUS MOD Ooo tees e dass ds $2,391 $2,675 $2,319 $4,069 
GTOSSSPIOME 4 conte sare etes «Gd nat Sedea a eee ee ee A 982 1,044 947 1,835 
Operating Income: 2.05 cs esne ee dae ad ei awese ware re wae nd oes 336 376 284 957 
Income Before Income Taxes ............ 000 cece eee eee 255 296 205 880 
Net Incomes: .2e¢sc0s¢i4ee0.4e00 0) ed AGeean dee eid ies 157 188 132 565 
Net Income Per Basic Share (a) ....... 0... c cece eee ne ene $ 0.54 $ 0.65 $ 0.45 $ 1.93 
Net Income Per Diluted Share (a) ......... 0.000. c eee eee eee $ 0.53 $ 0.63 $ 0.44 $ 1.89 


(a) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the 
year. 


21. Code of Conduct, Related Person Transaction Policy and Associated Matters 


The Company has a code of conduct that is applicable to all employees of the Company, including the CEO and 
Chief Financial Officer, and to members of the Board of Directors. Any amendments to the code or any waivers 
from any provisions of the code granted to executive officers or directors will be promptly disclosed to 
stockholders through posting on the Company’s website at www./b.com. 


Under the Company’s Related Person Transaction Policy (the “Policy”), subject to certain exceptions, directors 
and executive officers of the Company are required to notify the Company of the existence or potential existence 
of any financial or commercial transaction, agreement or relationship involving the Company in which a director 
or executive officer or his or her immediate family members has a direct or indirect material interest. Each such 
transaction must be approved by the Board or a committee consisting solely of independent directors after 
consideration of all material facts and circumstances. 
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The Company is engaged in several projects designed to increase its speed and agility in producing products that 
satisfy its customers. In the case of its beauty, personal care and home fragrance businesses, the development of 
supplier facilities in close proximity to its headquarters and distribution facilities in central Ohio has been an 
integral part of capturing the many business benefits of speed and agility. The New Albany Company (“NACO”), 
a business beneficially owned by Mr. and Mrs. Wexner, is in the business of developing real estate, including 
industrial parks, and has sold land (and may in the future sell land) to certain vendors or third party developers in 
connection with the continuing development of an industrial park focused on the foregoing business categories 
(the “Beauty Park’”’) in New Albany, Ohio. The Audit Committee monitors such vendor and third party 
transactions on an ongoing basis to assure that they are in the best interests of the Company and its stockholders 
generally. 


In light of the Company’s highly favorable experience with vendors at the Beauty Park and its growth plans for 
the beauty, personal care and home fragrance businesses, the Company believes that certain new facilities 
required to achieve such projected growth should be located as close as possible to the Beauty Park. The 
Company identified certain land owned by NACO that, together with certain other adjacent parcels owned by a 
number of third parties in immediate proximity to the Beauty Park, would be desirable for the Company to 
acquire for future growth. Because of the Wexners’ interest in NACO, the matter was referred to, and evaluated 
and negotiated by, the Audit Committee in accordance with the Policy. In 2014, the Audit Committee negotiated 
the purchase of certain NACO land for approximately $21 million, and the assumption from NACO of contracts 
to purchase certain adjacent parcels directly from third parties for approximately $7 million, and determined that 
these transactions were fair to and in the best interests of the Company and its stockholders generally. In 2015, 
certain additional property immediately adjacent to the foregoing parcels became available, and the Company 
believed that it would be desirable to acquire such property for future growth. This potential transaction was also 
referred to the Audit Committee for evaluation and, if appropriate, negotiation. The Audit Committee 
subsequently negotiated with NACO the purchase of such property for approximately $5.3 million, and an 
existing building located in New Albany that was historically associated with the Bath & Body Works brand for 
approximately $250,000, and determined that these transactions were fair to and in the best interests of the 
Company and its stockholders generally. The determinations made by the Audit Committee in 2014 and 2015 
under the Policy with respect to these transactions between the Company and NACO were made in reliance on, 
among other things, advice from independent counsel and real estate appraisers and advisors, including opinions 
received from an independent financial advisor with specialized expertise in commercial real estate that such 
transactions were fair to the Company from a financial point of view. 


22. Subsequent Events 


Subsequent to January 30, 2016, the Company’s Board of Directors approved a new $500 million share 
repurchase program, which included the $17 million remaining under the June 2015 repurchase program. The 
Company repurchased an additional 2.5 million shares of common stock for $211 million under the February 
2016 repurchase program subsequent to January 30, 2016. Additionally, the Company declared the first quarter 
2016 ordinary dividend of $0.60 per share and a special dividend of $2 per share. The dividends totaled 

$748 million. For additional information, see Note 17, “Shareholders’ Equity (Deficit).” 


23. Supplemental Guarantor Financial Information 


The Company’s 2019 Notes, 2020 Notes, 2021 Notes, 2022 Notes, 2023 Notes and 2035 Notes are jointly and 
severally guaranteed on a full and unconditional basis by the Guarantors. The Company is a holding company, 
and its most significant assets are the stock of its subsidiaries. The Guarantors represent: (a) substantially all of 
the sales of the Company’s domestic subsidiaries, (b) more than 90% of the assets owned by the Company’s 
domestic subsidiaries, other than real property, certain other assets and intercompany investments and balances, 
and (c) more than 95% of the accounts receivable and inventory directly owned by the Company’s domestic 
subsidiaries. 
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The following supplemental financial information sets forth for the Company and its guarantor and non- 
guarantor subsidiaries: the Condensed Consolidating Balance Sheets as of January 30, 2016 and January 31, 2015 
and the Condensed Consolidating Statements of Income, Comprehensive Income and Cash Flows for the years 
ended January 30, 2016, January 31, 2015 and February 1, 2014. The Company adopted ASU No. 2015-03, 
Simplifying the Presentation of Debt Issuance Costs, and ASU No. 2015-17, Balance Sheet Classification of 
Deferred Taxes, effective January 30, 2016. As such, amounts for all periods presented have been recast to 
include the retrospective application of these standards. For additional information, see Note 2, “New Accounting 
Pronouncements.” 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING BALANCE SHEET 


(in millions) 


January 30, 2016 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 
ASSETS 
Current Assets: 
Cash and Cash Equivalents ........ $ — $ 2,190 $ 358 $ — $2,548 
Accounts Receivable, Net ......... 1 202 58 —_ 261 
INVENtOPIES ied ob eda eee new bee — 978 144 — 1,122 
OMMET steeds send, eb eat ete — 115 110 — 225 
Total Current Assets ..............000. dl 3,485 670 — 4,156 
Property and Equipment, Net .......... —_— 1,574 756 — 2,330 
Goodwill .......... 0.00.0 eee eee — 1,318 — — 1,318 
Trade Names and Other Intangible Assets, 
INGE sig ws dad oe Sata HG ee eu sisihods — 411 — — 411 
Net Investments in and Advances to/from 
Consolidated Affiliates ............. 5,368 13,649 1,242 (20,259) — 
Deferred Income Taxes ............... — 11 19 — 30 
Other Assets ............ 0000000000 141 40 679 (612) 248 
Total ASS6ts 0:0-5-S-veacc dren ewlert eno $5,510 $20,488 $3,366 $(20,871) $8,493 
LIABILITIES AND EQUITY 
(DEFICIT) 
Current Liabilities: 
Accounts Payable ............... $ — $ 333 $ 335 $ — $ 668 
Accrued Expenses and Other ...... 100 519 358 — 977 
Current Portion of Long-term 
WG DCs, ea adeact aude ne aed 6 Seats. bs ee — — 6 — 6 
Income Taxes ............-00055 (3) 237 (10) — 224 
Total Current Liabilities .............. 97 1,089 689 _— 1,875 
Deferred Income Taxes ............... (3) (86) 346 — 257 
Long-term Debt .ss.5 ese ease eee as 5,714 597 1 (597) 5,715 
Other Long-term Liabilities ........... — 670 248 (14) 904 
Total Equity (Deficit) ................ (298) 18,218 2,082 (20,260) (258) 
Total Liabilities and Equity (Deficit) .... $5,510 $20,488 $3,366 $(20,871) $8,493 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING BALANCE SHEET 
(in millions) 


January 31, 2015 


Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 


ASSETS 
Current Assets: 
Cash and Cash Equivalents ........ $ — $ 1,462 $ 219 $ — $1,681 
Accounts Receivable, Net ......... 1 197 54 — 252 
INVENtOPIES ied ob eda eee new bee — 919 117 — 1,036 
OMMET steeds send, eb eat ete — 146 84 —_ 230 
Total Current Assets ..............000. dl 2,724 474 — 3,199 
Property and Equipment, Net .......... —_— 1,385 892 —_— 2,277 
Goodwill .......... 0.00.0 eee eee — 1,318 —_ — 1,318 
Trade Names and Other Intangible Assets, 
INGE sig ws dad oe Sata HG ee eu sisihods — 411 — — 411 
Net Investments in and Advances to/from 
Consolidated Affiliates ............. 4,635 14,003 1,405 (20,043) —_ 
Deferred Income Taxes ............... — 9 15 — 24 
Other Assets ............ 0000000000 145 30 682 (610) 247 
Total ASS6ts 0:0-5-S4veacc dren ewlert eae es $4,781 $19,880 $3,468 $(20,653) $7,476 
LIABILITIES AND EQUITY 
(DEFICIT) 
Current Liabilities: 
Accounts Payable ............... $ — $ 300 $ 313 $ — $ 613 
Accrued Expenses and Other ...... 83 495 322 — 900 
Income Taxes .............0005- (4) 183 (13) — 166 
Total Current Liabilities .............. 719 978 622 _— 1,679 
Deferred Income Taxes ............... (4) (62) 302 — 236 
Long-term Debts. 68.2 232 oid ettaes 4,722 597 — (597) 4,722 
Other Long-term Liabilities ........... — 609 224 (13) 820 
Total Equity (Deficit) ................ (16) 17,758 2,320 (20,043) 19 
Total Liabilities and Equity (Deficit) .... $4,781 $19,880 $3,468 $(20,653) $7,476 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF INCOME 


(in millions) 


2015 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 
Net Sal€$* c..-0.55. ccecndetare eenedadis $ — $11,475 $ 3,570 $(2,891) $12,154 
Costs of Goods Sold, Buying and 
OCCUPANCY wx. et6e dd estas eemese — (6,843) (2,858) 2,751 (6,950) 
Gross. Profits 2:2 se arcrda eeiee al eager mands — 4,632 712 (140) 5,204 
General, Administrative and Store 
Operating Expenses ................ (12) (2,688) (440) 128 (3,012) 
Operating Income (Loss) ............. (12) 1,944 272 (12) 2,192 
Interest Expense ...............-.00. (334) (38) (9) 47 (334) 
Other Ncome :sce2:520ccsiaecie dete — 5 71 — 76 
Income (Loss) Before Income Taxes .... (346) 1,911 334 35 1,934 
Provision (Benefit) for Income Taxes... . (2) 478 205 — 681 
Equity in Earnings, Net of Tax ......... 1,597 94 348 (2,039) — 
Net Income (Loss) .............000 005 $1,253 $ 1,527 $ 477 $(2,004) $ 1,253 


L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME 


(in millions) 


2015 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 
Net Income (Loss) ............2.0005 $1,253 $1,527 $477 $(2,004) $1,253 
Other Comprehensive Income (Loss), Net 
of Tax: 
Reclassification of Cash Flow 
Hedges to Earnings............ — — 14 — 14 
Foreign Currency Translation ..... — — (23) — (23) 
Unrealized Gain on Cash Flow 
Hedges sos Sed ese eee del sS — — 6 — 6 
Unrealized Gain on Marketable 
Securities ...............00-. — — 8 — 8 
Total Other Comprehensive Income 
(Loss), Net of Tax ............005. — — 5 — 5 
Total Comprehensive Income ......... $1,253 $1,527 $482 $(2,004) $1,258 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF INCOME 


(in millions) 


2014 
Guarantor Non-guarantor Consolidated 
Ee Beans Tne Subaies Suances.“ Eiimingilony: | ee ne 
Net Sales... éc.¢4cadidetdased bohiede nt $ — $10,711 $ 3,343 $(2,600) $11,454 
Costs of Goods Sold, Buying and 
OCCUPANCY? sn 6 edeesiroweeweees _ (6,449) (2,611) 2,414 (6,646) 
GrOSS Profit... .s-2 5 4a des ares ape eee — 4,262 732 (186) 4,808 
General, Administrative and Store 
Operating Expenses ............... (6) (2,538) (446) 135 (2,855) 
Operating Income (Loss) ............. (6) 1,724 286 (51) 1,953 
Interest Expense ...............2000- (324) (35) (9) 44 (324) 
Other IMcome s.3s5.25205.5 2 Scee esd ek us aed 1 — 6 — 7 
Income (Loss) Before Income Taxes .... (329) 1,689 283 (7) 1,636 
Provision (Benefit) for Income Taxes ... (3) 385 212 — 594 
Equity in Earnings, Net of Tax......... 1,368 46 316 (1,730) — 
Net Income (Loss) ...............05- $1,042 $ 1,350 $ 387 $(1,737) $ 1,042 
L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME 
(in millions) 
2014 
Guarantor Non-guarantor Consolidated 
Pa, ee ee, Soo, Tee 
Net Income (Loss) .............00005 $1,042 $1,350 $387 $(1,737) $1,042 
Other Comprehensive Income (Loss), Net 
of Tax: 
Reclassification of Cash Flow 
Hedges to Earnings............ — — (60) — (60) 
Foreign Currency Translation ..... _— — 21 — 21 
Unrealized Gain (Loss) on Cash 
Flow Hedges ................. _— — 34 — 34 
Total Other Comprehensive Income 
(Loss), Net of Tax .............205. — — (5) — (5) 
Total Comprehensive Income ......... $1,042 $1,350 $382 $(1,737) $1,037 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF INCOME 


(in millions) 


2013 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 
Net Sales '...¢4.0c:0¢30c50¢c4oghh00e 44 $ — $10,047 $ 3,190 $(2,464) $10,773 
Costs of Goods Sold, Buying and 
OCCUPANCY sea 6 ais eared ee Gees — (6,096) (2,598) 2,350 (6,344) 
GOSS, Proll. dc es.desneg's peace. gece — 3,951 592 (114) 4,429 
General, Administrative and Store 
Operating Expenses ............... (5) (2,403) (394) 116 (2,686) 
Operating Income (Loss) ............. (5) 1,548 198 2 1,743 
Interest Expense ...............2000- (314) (28) (11) 39 (314) 
Other IMcome s.3s5.25205.5 2 Scee esd ek us aed — — 17 — 17 
Income (Loss) Before Income Taxes .... (319) 1,520 204 41 1,446 
Provision (Benefit) for Income Taxes ... — 305 238 — 543 
Equity in Earnings, Net of Tax......... 1,222 118 462 (1,802) — 
Net Income (Loss) .............-0005. $ 903 $ 1,333 $ 428 $(1,761) $ 903 


L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME 


(in millions) 


2013 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 
Net Income (Loss) .............0005. $903 $1,333 $428 $(1,761) $903 
Other Comprehensive Income (Loss), Net 
of Tax: 
Reclassification of Cash Flow 
Hedges to Earnings............ — — (50) — (50) 
Foreign Currency Translation ..... —_— — 40 — 40 
Unrealized Gain (Loss) on Cash 
Flow Hedges ................. — — 46 — 46 
Total Other Comprehensive Income 
(Loss), Net of Tax .............205. — — 36 — 36 
Total Comprehensive Income ......... $903 $1,333 $464 $(1,761) $939 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
(in millions) 


2015 


Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 


Net Cash Provided by (Used for) 


Operating Activities ............... $ (322) $1,835 $ 356 $ — $ 1,869 
Investing Activities: 
Capital Expenditures ............ — (506) (221) — (727) 
Proceeds from Sale of Assets ...... — — 196 — 196 
Proceeds from Divestiture of Third- 
party Apparel Sourcing 
Business .............00 0c eee — 1 84 — 85 
Proceeds from Sale of Marketable 
SECUMUIES g.cc6 pnd ded ato a wala eS — 50 — — 50 
Purchases of Marketable 
Securities ................05. — (50) (10) — (60) 
Other Investing Activities ........ — —_— 13 — 13 
Net Cash Used for Investing Activities .. — (505) 62 — (443) 


Financing Activities: 
Proceeds from Issuance of Long- 
term Debt, Net of Issuance 


COSIS:G vine destne Hie ho oaet es 988 _ — _ 988 
Borrowings from Revolving 

Facies: s.c.9 s-2dndchad aww — — 7 — 7 
Repurchase of Common Stock ..... (483) — — — (483) 
Dividends Paid ................. (1,171) — — _ (1,171) 
Excess Tax Benefits from Share- 

based Compensation ........... — 62 8 — 70 


Net Financing Activities and 
Advances to/from Consolidated 


Affiliates .. 0.0.0.0... 0.0.2 eae 955 (662) (293) — — 
Proceeds From Exercise of Stock 
OPUONS 2.06560 b4. He aed pies 33 —_ — — 33 
Financing Costs and Other ........ — (2) — — (2) 
Net Cash Provided by (Used for) 
Financing Activities ............... 322 (602) (278) — (558) 
Effects of Exchange Rate Changes on 
Cash gcisch baa idea eu oa ee bee Se _ — (1) — (1) 
Net Increase in Cash and Cash 
Equivalents ...................00. — 728 139 — 867 
Cash and Cash Equivalents, Beginning of 
Year 6 ov sung sted (tice SN eee area ces — 1,462 219 — 1,681 
Cash and Cash Equivalents, End of 
"Wears... 46 tesees cote eee ees $ — $2,190 $ 358 $ — $ 2,548 
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Net Cash Provided by (Used for) 
Operating Activities ............... 
Investing Activities: 
Capital Expenditures ............ 
Other Investing Activities ........ 


Net Cash Used for Investing Activities .. 


Financing Activities: 
Payments of Long-term Debt ...... 
Borrowings from Revolving 
Facies: cia ced eases ees 
Repayments on Revolving 
Pacilities: isi.dicc ahaa awe ees 
Repurchase of Common Stock ..... 
Dividends Paid ................. 
Excess Tax Benefits from Share- 
based Compensation ........... 
Net Financing Activities and 
Advances to/from Consolidated 
Affiliates .................... 
Proceeds From Exercise of Stock 
OPUONS 16400045 Seng ae ees 
Financing Costs and Other ........ 


Net Cash Provided by (Used for) 
Financing Activities ............... 


Effects of Exchange Rate Changes on 
CASH 2 cstdang Sse gd Aces SL ed ok ees 

Net Increase (Decrease) in Cash and Cash 
Equivalents jccaxcched oetoad ehbues § 

Cash and Cash Equivalents, Beginning of 
YOO aati sada dhl eae Mev a whey 


Cash and Cash Equivalents, End of 
CAN Seite ths cea ede paetneus.di a eaves 


L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 


(in millions) 


L Brands, Inc. Subsidiaries 


Eliminations 


2014 
Guarantor Non-guarantor 
Subsidiaries 

$ 1,677 $ 442 
(486) (229) 

(1) 17 
(487) (212) 

= 5 
= (5) 

37 6 
(1,118) (177) 
(1,081) (171) 
= (6) 

109 53 

1,353 166 

$ 1,462 $ 219 


104 


Ff 
| 


Consolidated 


L Brands, Inc. 


$1,786 


(715) 
16 


(699) 


(213) 


L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
(in millions) 


2013 


Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 


Net Cash Provided by (Used for) 


Operating Activities ............... $(302) $1,323 $ 227 $ — $1,248 
Investing Activities: 
Capital Expenditures ............ — (475) (216) — (691) 


Return of Capital from Third-party 
Apparel Sourcing Business 


Investment .................. — — 46 — 46 
Other Investing Activities ........ — — (10) — (10) 
Net Cash Used for Investing Activities .. — (475) (180) — (655) 
Financing Activities: 
Proceeds from Issuance of Long- 
term Debt, Net of Issuance 
COSUSs 3ie2s siete Mcteean era Sate 2 495 — — — 495 
Borrowings from Revolving 
Facilites: soscdcecbcsveicece iach a deaiaea 290 — — — 290 
Repayments on Revolving 
PaCS: 2. ecachvsusayce deus ess ahenace (290) — — — (290) 
Repurchase of Common Stock ..... (60) — — — (60) 
Dividends Paid ................. (349) _ — — (349) 
Excess Tax Benefits from Share- 
based Compensation ........... —_ 31 3 —_— 36 
Net Financing Activities and 
Advances to/from Consolidated 
Affiliates 2.0.0.0... 0.00.00 000. 184 57 (241) — — 
Proceeds From Exercise of Stock 
OptlONS s.0 sce sees ees 32 — —_ —_— 32 
Net Cash Provided by (Used for) 
Financing Activities ............... 302 88 (236) — 154 
Effects of Exchange Rate Changes on 
Cash ecscscnce teed aie ea eace-e Meck Bete — — (1) — (1) 
Net Increase (Decrease) in Cash and Cash 
Equivalents ...............0 20-0 ee — 936 (190) — 746 
Cash and Cash Equivalents, Beginning of 
Veal jeden sh teed es sade ia oes — 417 356 — 773 
Cash and Cash Equivalents, End of 
CAR fete che cea ese tieedcavictin asta $ — $1,353 $ 166 $ — $1,519 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 


None. 


ITEM 9A. CONTROLS AND PROCEDURES. 


Evaluation of disclosure controls and procedures. As of the end of the period covered by this report, we carried 
out an evaluation, under the supervision and with the participation of our management, including our Chief 
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure 
controls and procedures, as such term is defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act. Based 
upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that as of the end of the 
period covered by this report, our disclosure controls and procedures were effective and designed to ensure that 
information required to be disclosed by us in reports we file or submit under the Exchange Act is (1) recorded, 
processed, summarized and reported within the time periods specified in SEC rules and forms, and 

(2) accumulated and communicated to our management, including our Chief Executive Officer and Chief 
Financial Officer, to allow timely decisions regarding required disclosure. 


Management’s Report on Internal Control Over Financial Reporting. Management’s Report on Internal Control 
Over Financial Reporting as of January 30, 2016 is set forth in Item 8. Financial Statements and Supplementary 
Data. 


Attestation Report of the Registered Public Accounting Firm. The Report of Independent Registered Public 
Accounting Firm on Internal Control Over Financial Reporting as of January 30, 2016 is set forth in Item 8. 
Financial Statements and Supplementary Data. 


Changes in internal control over financial reporting. There were no changes in our internal control over financial 


reporting that occurred in the fourth quarter 2015 that have materially affected, or are reasonably likely to 
materially affect, our internal control over financial reporting. 


ITEM 9B. OTHER INFORMATION. 


None. 
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PART III 


ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 
Information regarding our directors is set forth under the captions “ELECTION OF DIRECTORS—Nominees 


29 66 2 66 


and Directors’’, “—Director Independence”, “—Board Leadership Structure”, “—Risk Oversight; Certain 


29 66 29 66 


Compensation Matters”, “—Information Concerning the Board of Directors”, “—-Committees of the Board of 


29 66 99 66 


Directors”, “—Meetings of the Company’s Non-Management Directors”, “—-Communications with the Board”, 
“Attendance at Annual Meetings’, “—-Code of Conduct and Related Person Transaction Policy”, “—Copies of 
the Company’s Code of Conduct, Corporate Governance Principles and Related Person Transaction Policy and 
Committee Charters”, and “SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT” in the Proxy 
Statement and is incorporated herein by reference. Information regarding compliance with Section 16(a) of the 
Securities Exchange Act of 1934, as amended, is set forth under the caption “SECTION 16(a) BENEFICIAL 
OWNERSHIP REPORTING COMPLIANCE” in the Proxy Statement and is incorporated herein by reference. 
Information regarding executive officers is set forth herein under the caption “Executive Officers of Registrant” 
in Part I. 


ITEM 11. EXECUTIVE COMPENSATION. 


Information regarding executive compensation is set forth under the caption “COMPENSATION-RELATED 
MATTERS?” in the Proxy Statement and is incorporated herein by reference. 


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
AND RELATED STOCKHOLDER MATTERS. 


Information regarding the security ownership of certain beneficial owners and management is set forth under the 
captions “SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT” in the Proxy Statement and 
“SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS” in the Proxy Statement and is incorporated herein 
by reference. 


The following table summarizes share and exercise price information about L Brands’ equity compensation plans 
as of January 30, 2016. 


(c) Number of securities 
remaining available for 


(a) Number of future issuance under 
securities to be issued (b) Weighted-average equity compensation 
upon exercise of exercise price of plan (excluding 
outstanding options, outstanding options, securities reflected in 
Plan category warrants and rights warrants and rights column (a)) 


Equity compensation plans approved by security 
Holders). 4.) 2.srue dea onaustn eee ® eG ake 11,989,870 $42.40(2) 16,690,069 
Equity compensation plans not approved by 
security holders ......... 0.0.0. e ee eee eee — 


Totals cice see eke he tek nd écos.ceks eens 11,989,870 $42.40 16,690,069 

(1) Includes the following plans: L Brands, Inc. 2015 Stock Option and Performance Incentive Plan, L Brands, 
Inc. 2011 Stock Option and Performance Incentive Plan and L Brands, Inc. 1993 Stock Option and 
Performance Incentive Plan (2009 Restatement). There are no shares remaining available for grant under the 
2011 Plan or 1993 Plan. 

(2) Does not include outstanding rights to receive Common Stock upon the vesting of restricted share awards or 
settlement of deferred stock units. 
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE. 


Information regarding certain relationships and related transactions is set forth under the caption “ELECTION 
OF DIRECTORS—Nominees and Directors” and “—Director Independence” in the Proxy Statement and is 
incorporated herein by reference. 


ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES. 


Information regarding principal accountant fees and services is set forth under the captions “INDEPENDENT 
REGISTERED PUBLIC ACCOUNTANTS—Audit Fees”, “—Audit Related Fees”, “—Tax Fees”, “—AI] Other 
Fees” and “—Pre-approval Policies and Procedures” in the Proxy Statement and is incorporated herein by 
reference. 
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PART IV 


ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 


(a) (1) 


(2) 


(3) 


Consolidated Financial Statements 


The following consolidated financial statements of L Brands, Inc. are filed as part of this report 
under Item 8. Financial Statements and Supplementary Data: 


Management’s Report on Internal Control Over Financial Reporting 


Report of Independent Registered Public Accounting Firm on Internal Control Over 
Financial Reporting 


Report of Independent Registered Public Accounting Firm on Consolidated Financial 
Statements 


Consolidated Statements of Income for the Years Ended January 30, 2016, January 31, 
2015 and February 1, 2014 


Consolidated Statements of Comprehensive Income for the Years Ended January 30, 2016, 
January 31, 2015 and February 1, 2014 


Consolidated Balance Sheets as of January 30, 2016 and January 31, 2015 


Consolidated Statements of Total Equity (Deficit) for the Years Ended January 30, 2016, 
January 31, 2015 and February 1, 2014 


Consolidated Statements of Cash Flows for the Years Ended January 30, 2016, January 31, 
2015 and February 1, 2014 


Notes to Consolidated Financial Statements 


Financial Statement Schedules 


Schedules have been omitted because they are not required or are not applicable or because the 
information required to be set forth therein either is not material or is included in the financial 
statements or notes thereto. 


List of Exhibits 

3. Articles of Incorporation and Bylaws. 

3.1 Restated Certificate of Incorporation of the Company incorporated by reference to Exhibit 
3.1 to the Company’s Form 10-K dated February 1, 2014. 

3.2 Amended and Restated Bylaws of the Company incorporated by reference to Exhibit 3.2 to 
the Company’s Form 8-K dated March 22, 2013. 

4. Instruments Defining the Rights of Security Holders. 

4.1 Conformed copy of the Indenture dated as of March 15, 1988 between the Company and 
The Bank of New York, incorporated by reference to Exhibit 4.1 to the Company’s 
Registration Statement on Form S-3 (File No. 333-105484) dated May 22, 2003. 

4.2 Proposed form of Debt Warrant Agreement for Warrants attached to Debt Securities, with 


proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.2 to the 
Company’s Registration Statement on Form S-3 (File No. 33-53366) originally filed with 
the Securities and Exchange Commission (the “SEC”) on October 16, 1992, as amended by 
Amendment No. | thereto, filed with the SEC on February 23, 1993 (the “1993 

Form S-3”). 
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4.3 


4.4 


4.5 


4.6 


4.7 


4.8 


4.9 


4.10 


Proposed form of Debt Warrant Agreement for Warrants not attached to Debt Securities, 
with proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.3 to 
the 1993 Form S-3. 


Indenture, dated as of February 19, 2003 between the Company and The Bank of New 
York, incorporated by reference to Exhibit 4 to the Company’s Registration Statement on 
Form S-4 (File No. 333-104633) dated April 18, 2003. 


First Supplemental Indenture dated as of May 31, 2005 among the Company, The Bank of 
New York and The Bank of New York Trust Company, N.A., incorporated by reference to 
Exhibit 4.1.2 to the Company’s Registration Statement on Form S-3 (Reg. No. 333- 
125561) filed June 6, 2005. 


Second Supplemental Indenture dated as of July 17, 2007 between the Company and The 
Bank of New York Trust Company, N.A., incorporated by reference to Exhibit 4.1.4 to the 
Company’s Registration Statement on Form S-3 (Reg. No. 333-146420) filed October 1, 
2007. 


Indenture, dated as of June 19, 2009, among the Company, the guarantors named therein 
and The Bank of New York Mellon Trust Company, N.A., as trustee, incorporated by 
reference to Exhibit 4.1 to the Company’s Form 8-K dated June 24, 2009. 


Registration Rights Agreement, dated as of June 19, 2009, among the Company, the 
guarantors named therein and JP Morgan Securities Inc., as representative of the initial 
purchasers, incorporated by reference to Exhibit 4.2 to the Company’s Form 8-K dated 
June 24, 2009. 


Third Supplemental Indenture dated as of May 4, 2010 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1.4 to the Company’s Registration Statement on 
Form S-3 (Reg. No. 333-170406) filed on November 5, 2010. 


Fourth Supplemental Indenture dated as of January 29, 2011 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1.5 to the post-effective amendment to the 
Company’s Registration Statement on Form S-3 (Reg. No. 333-170406) filed on March 22, 
2011. 


Form of Fifth Supplemental Indenture dated as of March 25, 2011 between the Company, 
the guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1.6 to the post-effective amendment to the 
Company’s Registration Statement on Form S-3 (Reg. No. 333-170406) filed on March 22, 
2011. 


Sixth Supplemental Indenture dated as of February 7, 2012 among the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1 to the Company’s Quarterly Report on Form 10-Q 
for the quarter ended April 28, 2012. 


Seventh Supplemental Indenture dated as of March 22, 2013 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1.8 to the Company’s Registration Statement on 
Form S-3 (Reg. No. 333-191968) filed on October 29, 2013. 


Eighth Supplemental Indenture dated as of October 16, 2013 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1.9 to the Company’s Registration Statement on 
Form S-3 (Reg. No. 333-191968) filed on October 29, 2013. 
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4.15 


4.16 


4.17 


4.18 


4.19 


4.20 


4.21 


10. 
10.1 


10.2 


Amendment and Restatement Agreement dated July 18, 2014 among L Brands, Inc., a 
Delaware corporation, L (Overseas) Holdings LP, an Alberta limited partnership, Canadian 
Retail Holdings Corporation, a Nova Scotia company, Victoria’s Secret UK Limited, a 
company organized under the laws of England and Wales, and Mast Industries (Far East) 
Limited, a Hong Kong corporation, the lenders party thereto and JPMorgan Chase Bank, 
N.A., as Administrative Agent and Collateral Agent (the “Administrative Agent’), in 
respect of the Amended and Restated Five-Year Revolving Credit Agreement dated as of 
July 15, 2011 among the Company, the lenders from time to time party thereto and the 
Administrative Agent, incorporated by reference to Exhibit 4.1 to the Company’s Form 8-K 
dated July 22, 2014. 


Ninth Supplemental Indenture dated as of January 30, 2015 among the Registrant, the New 
Guarantors, The Bank of New York Mellon Trust Company, as Trustee, and the Old 
Guarantors to the Base Indenture dated as of March 15, 1988, as amended, relating to the 
7.000% Senior Notes due 2020, the 6.625% Senior Notes due 2021, the 5.625% Senior 
Notes due 2022 and the 5.625% Senior Notes due 2023, incorporated by reference to 
Exhibit 4.16 to the Company’s Registration Statement on Form S-4 (Reg. No. 333-209114) 
filed on January 25, 2016. 


Second Supplemental Indenture dated as of January 30, 2015 among the Registrant, the 
New Guarantors, The Bank of New York Mellon Trust Company, as Trustee and the Old 
Guarantors to the Base Indenture dated as of June 19, 2009, as amended, relating to the 
8.50% Senior Notes due 2019, incorporated by reference to Exhibit 4.17 to the Company’s 
Registration Statement on Form S-4 (Reg. No. 333-209114) filed on January 25, 2016. 


First Amendment dated as of April 21, 2015 among the Company, L (Overseas) Holding 
LP, an Alberta limited partnership, Canadian Retail Holdings Corporation, a Nova Scotia 
company, Victoria’s Secret UK Limited, a company organized under the laws of England 
and Wales, and Mast Industries (Far East) Limited, a Hong Kong corporation, the lenders 
party thereto and JPMorgan Chase Bank, N.A., as Administrative Agent and Collateral 
Agent (the “Administrative Agent’), in respect of the Amended and Restated Five-Year 
Revolving Credit Agreement dated as of July 18, 2014 among the Company, the lenders 
from time to time party thereto and the Administrative Agent, incorporated by reference to 
Exhibit 4.1 to the Company’s Quarterly Report on Form 10-Q for the quarter ended May 2, 
2015. 


Indenture, dated as of October 30, 2015, among L Brands, Inc., the guarantors named 
therein and The Bank of New York Mellon Trust Company, N.A., as trustee, incorporated 
by reference to Exhibit 4.1 to the Company’s Form 8-K dated November 3, 2015. 


Form of 6.875% senior notes due 2035, incorporated by reference to Exhibit 4.2 to the 
Company’s Form 8-K dated November 3, 2015. 


Registration Rights Agreement, dated as of October 30, 2015, among L Brands, Inc., the 
guarantors named therein and Merrill Lynch, Pierce, Fenner & Smith Incorporated as 
representative of the initial purchasers, incorporated by reference to Exhibit 4.3 to the 
Company’s Form 8-K dated November 3, 2015. 


Material Contracts. 


Officers’ Benefits Plan incorporated by reference to Exhibit 10.4 to the Company’s Annual 
Report on Form 10-K for the fiscal year ended January 28, 1989 (the “1988 Form 10-K’”’).** 


The Company’s Supplemental Retirement and Deferred Compensation Plan incorporated by 
reference to Exhibit 10.3 to the Company’s Annual Report on Form 10-K for the fiscal year 
ended February 3, 2001.** 
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10.3 


10.4 


10.5 


10.6 


10.7 


10.8 


10.9 


10.10 


10.11 


10.12 


10.13 


10.14 


10.15 


10.16 


10.17 


Form of Indemnification Agreement between the Company and the directors and executive 
officers of the Company incorporated by reference to Exhibit 10.4 to the 1998 
Form 10-K.** 


Supplemental schedule of directors and executive officers who are parties to an 
Indemnification Agreement incorporated by reference to Exhibit 10.5 to the 1998 
Form 10-K.** 


The 1993 Stock Option and Performance Incentive Plan of the Company, incorporated by 
reference to Exhibit 4 to the Company’s Registration Statement on Form S-8 
(File No. 33-49871).** 


The Company’s 1996 Stock Plan for Non-Associate Directors incorporated by reference to 
Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the quarter ended 
November 2, 1996.** 


The Company’s Incentive Compensation Performance Plan incorporated by reference to 
Exhibit A to the Company’s Proxy Statement dated April 14, 1997.** 


Agreement dated as of May 3, 1999 among the Company, Leslie H. Wexner and the 
Wexner Children’s Trust, incorporated by reference to Exhibit 99 (c) 1 to the Company’s 
Schedule 13E-4 dated May 4, 1999. 


The 1998 Restatement of the Company’s 1993 Stock Option and Performance Incentive 
Plan incorporated by reference to Exhibit A to the Company’s Proxy Statement dated 
April 20, 1998.** 


The 2002 Restatement of the Company’s 1993 Stock Option and Performance Incentive 
Plan, incorporated by reference to Exhibit 10.23 to the Company’s Annual Report on 
Form 10-K for the fiscal year ended February 1, 2003.** 


The Company’s Stock Award and Deferred Compensation Plan for Non-Associate Directors 
incorporated by reference to Exhibit 4.1 to the Company’s Registration Statement on 
Form S-8 (File No. 333-110465) dated November 13, 2003.** 


The Company’s 1993 Stock Option and Performance Incentive Plan (2003 Restatement) 
incorporated by reference to Exhibit 4.2 to the Company’s Registration Statement on 
Form S-8 (File No. 333-110465) dated November 13, 2003.** 


The Company’s 1993 Stock Option and Performance Incentive Plan (2004 Restatement) 
incorporated by reference to Appendix A to the Company’s Proxy Statement dated April 14, 
2004.** 


The Company’s Stock Option Award Agreement incorporated by reference to Exhibit 10.29 
to the Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 
2005.** 


Form of Stock Ownership Guideline incorporated by reference to Exhibit 10.32 to the 
Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 2005.** 


Employment Agreement dated as of November 24, 2006 among the Company, Victoria’s 
Secret Direct, LLC, and Sharen Jester Turney incorporated by reference to Exhibit 10.28 to 
the Company’s Annual Report on Form 10-K for the fiscal year ended February 3, 2007.** 


Employment Agreement effective as of April 9, 2007 among the Company and Stuart 
Burgdoerfer incorporated by reference to Exhibit 10.2 to the Company’s Form 8-K dated 
April 11, 2007.** 
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10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


10.25 


10.26 


12. 
14. 


21. 
23-4 
24. 
31.1 
31.2 
32. 
101.INS 
101.SCH 


The Company’s 1993 Stock Option and Performance Incentive Plan (2009 Restatement) 
incorporated by reference to Exhibit 99.1 to the Company’s Registration Statement on 
Form S-8 (File No. 333-110465) dated September 10, 2009.** 


Employment Agreement dated as of December 31, 2007 among the Company, 
beautyAvenues, LLC, and Charles C. McGuigan, as amended by Amendment to Agreement 
dated December 1, 2008 and Form of Employment Agreement Amendment effective as of 
March 15, 2012 incorporated by reference to Exhibit 10.24 to the Company’s Annual 
Report on Form 10-K for the fiscal year ended January 28, 2012.** 


The Company’s 2011 Stock Option and Performance Incentive Plan originally incorporated 
by reference to Appendix A to the Company’s Proxy Statement dated April 11, 2011 and 
Amended and Restated dated July 21, 2011 incorporated by reference to Exhibit 10.25 to 
the Company’s Annual Report on Form 10-K for the fiscal year ended January 28, 2012.** 


Employment Agreement dated as of November 30, 2012 among the Company and Sharen 
Jester Turney incorporated by reference to Exhibit 10.1 to the Company’s Form 10-Q for 
the quarter ended October 27, 2012.** 


Employment Agreement dated as of March 15, 2013 among the Company, Bath & Body 
Works Brand Management, Inc. and Nicholas P. M. Coe incorporated by reference to 
Exhibit 10.26 to the Company’s Annual Report on Form 10-K for the fiscal year ended 
February 2, 2013.** 


Form of Sixth Amended and Restated Master Aircraft Time Sharing Agreement 
incorporated by reference to Exhibit 10.23 to the Company’s Annual Report on Form 10-K 
for the fiscal year ended January 31, 2015.** 


L Brands, Inc. 2015 Stock Option and Performance Incentive Plan Terms and Conditions of 
Restricted Share Unit Grant, incorporated by reference to Exhibit 10.1 to the Company’s 
Quarterly Report on Form 10-Q for the quarter ended August 1, 2015. 


L Brands, Inc. 2015 Stock Option and Performance Incentive Plan Terms and Conditions of 
Stock Option Grant, incorporated by reference to Exhibit 10.2 to the Company’s Quarterly 
Report on Form 10-Q for the quarter ended August 1, 2015. 


L Brands, Inc. 2015 Cash Incentive Compensation Performance Plan, incorporated by 
reference to Exhibit 10.2 to the Company’s Form 8-K dated May 26, 2015. 


Computation of Ratio of Earnings to Fixed Charges. 


Code of Ethics—incorporated by reference to the definitive Proxy Statement to be filed on 
or about April 8, 2016. 


Subsidiaries of the Registrant. 

Consent of Ernst & Young LLP. 

Powers of Attorney. 

Section 302 Certification of CEO. 

Section 302 Certification of CFO. 

Section 906 Certification (by CEO and CFO). 
XBRL Instance Document 


XBRL Taxonomy Extension Schema Document 
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101.CAL XBRL Taxonomy Extension Calculation Linkbase Document 
101.DEF XBRL Taxonomy Definition Linkbase Document 
101.LAB XBRL Taxonomy Extension Label Linkbase Document 
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document 
** Identifies management contracts or compensatory plans or arrangements. 
(b) Exhibits. 
The exhibits to this report are listed in section (a)(3) of Item 15 above. 


(c) Not applicable. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 
Date: March 18, 2016 


L BRANDS, INC. (Registrant) 
By:/s/_ STUART B. BURGDOERFER 


Stuart B. Burgdoerfer, 
Executive Vice President, 
Chief Financial Officer * 


* Mr. Burgdoerfer is the principal financial officer and the principal accounting officer and has been duly 


authorized to sign on behalf of the Registrant. 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities indicated on January 30, 2016: 


Signature Title 
/s/__ LESLIE H. WEXNER** Chairman of the Board of Directors and 
Leslie H. Wexner Chief Executive Officer 
/s/_ E. GORDON GEE** 
E. Gordon Gee Director 
/s/_ DENNIS S. HERSCH** 
Dennis S. Hersch Director 


/s/_ DONNA A. JAMES** 
Donna A. James Director 


/s/ DAvip T. KOLLAT** 


David T. Kollat Director 
/s/_ WILLIAM R. Loomis, JR.** 
William R. Loomis, Jr. Director 


/s/ JEFFREY H. Miro** 


Jeffrey H. Miro Director 
/s/ MICHAEL G. Morris** 

Michael G. Morris Director 
/s/ STEPHEN S. STEINOUR** 

Stephen S. Steinour Director 


/s/_ ALLAN R. TESSLER** 
Allan R. Tessler Director 


/s/_ ABIGAIL S. WEXNER** 
Abigail S. Wexner Director 


/s/_ _RAYMOND ZIMMERMAN** 
Raymond Zimmerman Director 


** The undersigned, by signing his name hereto, does hereby sign this report on behalf of each of the above- 
indicated directors of the registrant pursuant to powers of attorney executed by such directors. 


By:/s/ STUART B. BURGDOERFER 


Stuart B. Burgdoerfer 
Attorney-in-fact 
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Executive Officers 


Leslie H. Wexner 


Chairman and Chief Executive Officer 
L Brands, Inc. 


Stuart B. Burgdoerfer 


Executive Vice President and Chief Financial Officer 
L Brands, Inc. 


Board of Directors 


Leslie H. Wexner (6) 


Chairman and Chief Executive Officer, L Brands, Inc. 


E. Gordon Gee (2, 5) 


President, West Virginia University 


Dennis S. Hersch (4) 


President, N.A. Property, Inc. 


Donna A. James (1, 3, 5) 
Managing Director, Lardon & Associates LLC 

David T. Kollat C1, 2, 3, 4) 
Chairman, 22, Inc. 

William R. Loomis Jr. (4) 


Independent Financial Advisor 


1 = Member of the Audit Committee 

2 = Member of the Compensation Committee 

3 = Member of the Nominating and Governance Committee 
4 = Member of the Finance Committee 

5 = Member of the Inclusion Committee 

6 = Member of the Executive Committee 


Nicholas P. M. Coe 


President and Chief Executive Officer 
Bath & Body Works 


Charles C. McGuigan 


Chief Operating Officer 
L Brands, Inc. 


President and Chief Executive Officer 
Mast Global 


Jeffrey H. Miro (2, 3) 


Senior Partner, Honigman Miller Schwartz and Cohn LLP 


Michael G. Morris (2) 


Chairman, American Electric Power Company, Inc. (Retired) 


Stephen D. Steinour 


Chairman, President and Chief Executive Officer, Huntington 
Bancshares Inc. 


Allan R. Tessler (1, 3, 4, 6) 


Chairman and Chief Executive Officer, International Financial 


Group, Inc. 


Abigail S. Wexner (4, 5) 


Chairman and Chief Executive Officer, Whitebarn Associates 


Raymond Zimmerman (1, 4) 


Chief Executive Officer, Service Merchandise LLC 


Company Information 


Headquarters 


L Brands, Inc. 
Three Limited Parkway 
Columbus, Ohio 43230 


614.415.7000 
www.LB.com 


Stock Exchange Listing 


New York Stock Exchange 
(Trading Symbol “LB”) 


Information Requests 


Through our website: 


Upon written request to: 


By calling: 


L Brands, Inc. 
Founded 1963 
as of Jan. 30, 2016: 


www.LB.com 


L Brands, Inc. 

Investor Relations 
Three Limited Parkway 
Columbus, Ohio, 43230 


614.415.7000 


Approximate associate base: 87,900 
Approximate shareholder base: 232,000 


NYSE Certification Statement 


Our Chief Executive Officer and Chief Financial Officer have filed 
the certifications required by Section 302 of the Sarbanes-Oxley 
Act of 2002 with the Securities and Exchange Commission as 
exhibits to our Form 10-K for the fiscal year ended Jan. 30, 2016. 
In addition, our Chief Executive Officer filed a separate annual 
certification to the New York Stock Exchange following our 


annual shareholders’ meeting on May 21, 2015. 


Annual Meeting of Shareholders 


8:30 a.m. Thursday, May 19, 2016 
Three Limited Parkway 
Columbus, Ohio 43230 


Independent Public Accountants 


Ernst & Young LLP 
Columbus, Ohio 


Stock Transfer Agent, Registrar and Dividend Agent 


American Stock Transfer & Trust Company (“AST”) 
6201 15th Avenue 
Brooklyn, NY 11219 


866.875.7975 

718.921.8124 

info@amstock.com 
www.amstock.com/company/Ibrands.asp 


Investor resources available on our website, www.LB.com, 
include: 


e Anticipated release dates for monthly sales and quarterly 
earnings 

¢ Live webcasts of the quarterly earnings conference calls 

¢ — Audio replays of monthly sales and quarterly earnings 
conference calls 

¢ Current investor presentations and materials 


©2016 L Brands 


ADMITTANCE SLIP 
2016 ANNUAL MEETING OF STOCKHOLDERS 


Date, Time and Place of Meeting: 
Date: Thursday, May 19, 2016 
Time: 8:30 a.m., Eastern Time 


Place: Three Limited Parkway 
Columbus, Ohio 43230 


Attending the Meeting: 


Stockholders who plan to attend the meeting in person must bring this admittance slip and a photo 
identification to gain access. Because of necessary security precautions, bags, purses and briefcases may be 
subject to inspection. To speed the admissions process, stockholders are encouraged to bring only essential items. 
Cameras, camcorders or videotaping equipment are not allowed. Photographs or videos taken by the Company at 
the meeting may be used by the Company. By attending, you waive any claim or rights to these photographs. 


For more information about attending the annual meeting, please visit the website at www.lb.com or contact 
Investor Relations at (614) 415-7585. 
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